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COMMISSION ON STATE MANDATES
NOTICEAND AGENDA!

State Capitol, Room 126 ~»’».»_'f:”| !
Sacramento, California -

Septeémber 25, 2003

9:30 AM
L CALL TO ORDER AND ROLL CALL _

1. APPROVAL OF I\/HNUT ES (actlon)
Item 1 July 31, 2003
Il.  PROPOSED CONSENT CALENDAR (action)

Note: If there are no objections to any of the followzng actzon items designated by an
asterisk (*), the Executive Director will include it on the Proposed Consent Calendar that

will be presented at the hearing. The Commission will determme which items will remain
on the Consent Calendar.

IV. HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (achon)

A. APPEAL OF EXECUTIV E D]RECTOR DECISIONS PURSUANT TO
' CALIFORNIA CODE OF REGULATIONS, TITLE 2, SECTION 1181,

SUBDIVISION (¢). (No ote This 1tem is limited to appeals regarding this month’s
agenda 1tems )

Item 2 Staff Report
B. TEST CLAIMS

Item 3%  Standardized Account Code Skibtire, 97- TC-17, 02-TC-14
. Brentwood Union School District, Claimant
Statutes 1993, Chapter 237 et al. (SB 94)

Item 4 Peace Officer Persorinel Records Unfounded Complaints and Discovzry,
" 00<TC-24, 00-TC-25; 02:TC=07, 02-TC-08 )
Satita Mornica Cotmunity College District, Claimant?
" Bvidence Codé Sectiotis 1043, 1044, 1045, 1046 and 1047

Penal Code Sections 832.5; 832.7 atid 832.8
Statutes 1978, Chapter 630 (SB 1436); Statutes 1982, Chapter 946 (SB
1065); Statutes 1985; Chapter 539 (AB 1112), Statutes 1988, Chapter 685
(SB 1027); Statutes 1989, Chapters' 615 (AB 2222) and 693 (SB 859)
Statutes 19594, Chapter 741 (SB 2058); Statutes 1996, Chapters 220 (88
1839) and 1108 (AB 3434); Statutes 1998, Chaptér 25 (AB 1016);
Statiites 2000, Chapter 971 (AB 2559); Statutés 2002, Chapter 63 (AR 1275}

' This public- meeting notice is available on the Intetnet at htp://www.csm.ca.gov.
* This hearing will be limite¢ v testimony, discussion, and voting on *ii issnes pertaining to the Santa Monica
ommunity College District, Clabi.nt.

: 1
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C. RECONSIDERATION OF STATEMENT OF DECISION

Ttem 5 " Crime Vzcnms Domestzc Violence Incident Reports, 99-TC-08
County of Los Angeles, Claimant
Penal Code Section 13730 and Family Code Section 6228
‘Statutes 1984, Chapter 1609.(SB1472)
Statutes 1995, Chapter 965 (SB 132)
Statutes 1999, Chapter 1022 (AB 403)

D. PROPOSED STATEMENTS OF DECISION — TEST CLAIMS

Note: Item 8 will be considered only if the staff recommendation for Item 4 is
adopted. :

Item 6%  Postmortem Examinations: Unidentified Bodies; Human Remains, 00-TC-18
County of Los Angeles, Clalmant
Governmient Code’ Secnons 27521 & 27521 1
Héalth and Safety Code Section. 102870 ‘
Penal Code Settioni 14202 '
Statutes 2000, Chapter 284 (SB 1736)

Ttem 7‘_“ Standardized.Account Code Structure; 97-TC-17, 02-TC-14
Brentwood Union School District, Claimant :
(See code sections and statutes in Item 3)

Item 8 Peace Offi cerPersonnel Records Unfounded Complaznts and Discovery,
: 00- TC-24 OO—TC-25 02 TC 07 02-TC-08 ..
City of Hayward, Santa Monica Commumty College District, and County of
San Mateo, Claimants (See code sections and statutes in Itern 4)

E. COURT ORDERS TO SET ASIDE PRIOR STATEMENTS OF DECISION
PURSUANT TO GOVERNMENT GODE SECTION 17559, SUBDIVISION (b).

Item 9%  Standardized Emergency Management System (SEM‘S) CSM 4506
Government Code Section 8607 °
Statutes 1992, Chapter 1069 (SB 1841) -
California Code of Regulations, Title 19, Sectlons 2400- 2450
Adopted on May.25, 2000, and remanded by Gounty of Los Angeles, Superior
Court of California, Case No. B5069611 (County of San Bernardino v.
Commission on. State Mandates)

Itemn 10* School Site Counczls and Brown Aot Reform CSM 4501 and

~ Portions of CSM 4469

. -Government Code Sectlon 54952 and Education Code Section 35147
Statutes 1993, Chapter 1138 (SB 1140) Statutes 1994, Chapter 239 (SB 355)
Adopted on April 27, 2000,.and remanded by County of Sacramento, Superior
Court of California, Case No. 00CS00866, pursuant to the opinion of the
California Supreme Court, Department of Finance v. Commission on State
Mandates, et al (2005’) 30 Cal.4th 727.

, 2
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F. PROPOSED STATEMENT OF DECISION: INCORRECT REDUCTION CLATM

Item 1;1A'k

Graduation Requirements — Remodeling Costs, 01-4435-1-43
Paso Robles Joint Unified School District, Cla.tmant
Education Code Sectioni 51225.3° !

Statutes 1983, Chapter 498 (SB 813)

]NFORMATIONAL I{EAR]N G PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

A. ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

Ttern 12

Item 13

Ttem 14%*

Ttem 15%

Item 16*

Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486 (AB 1375)

Statutes 1984, Chapter 1459 (SB 2337)

Statutes 2003, Chapter 157 (Budget Act of 2003)

Administrative License Suspension, 98-TC-16
City of Newport Beach, Claimant. .

Vehicle Code Sections 13202, 13202.3, 13352, 13353 13353.1, 13353.2,

13353.3, 13353.4, 13353.6, 13354, 13551, 13557, 13558, 13559 14100,

14905, 14907, 23136, 23137, 23138, 23139, 23140, 23157, 23158.2, 23158.5

As Added or Amended by Statutes 1989, Chapter 1460 (SB 1623)
Statutes 1990, Chapter 431 (SB 1150)

Statutes 1992, Chapter 1281 (AB 3580)

Statutes 1993, Chapters 899 and 1244 (SB 126)

Statutes 1994, Chapter 938'(SB 1295), and

Statutes 1997, Chapter 5 (AB 74)

Pupil Promotion and Retention, 98-TC-19

San Diego Unified School District, Claimant ,

Education Code Sections 37252, 37252.5, 48070 and 48070.5

Statutes of 1998, Chapters 742 and 743, et al. (AB 1626 and AB 1639)

Rea’evelopment Agencies — Tax: Dzsbursement Reportmg, 99-TC-06
Couinity of Los Angelés, Claimztit
Health and Safety Code Section 33672.7

- Statutes. 1998, Chapter 39 (SB 258)

Charter Schools IT, 99-TC-03 :
Los Angeles County Office of Education and
San Diego Unified School District, Claimants

~ Bducation Code Sections 47605, Subdivisions (])(1) and (I)(3),
47605.5, 47607 and 47614 -

Statutes 1998, Chapters 34 and 673 (AB 544 and AB 2417)
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B. PROPOSED AMENDMENTS TO CONSOLIDATE PARAMETERS AND
GUIDELINES

Note: Item 17 will be considered only if the staff recommendation for Item 16 is adopted.

Item 17*% Consolidationrof Charter:Schools I, CSM-4437

Education Code Section 47605, Subdivision (b), and former
Subdivisions (j)(1), G)(2), and (G)(3)
Education Code Section 47607, Subdivisions (a) and (b)

: Statutes 1992, Chapter 781 (SB 1448) ’

and -

Charter Schools 11, 99-TC-03 .
Los Angeles County Office of Education and
San Diego Unified School District, Claimants
(See code sections and statutes for Item 15)

C. PROPOSED AMENDMENTS TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, DIVISION 2, CHAPTER 2.5. -

Ttem 18* Adoption of Proposed Amendmcnts to Sections'1181.1, 1183.01, 1183.3,
- and Proposed New Section 1189.11.

STAFF REPORTS (info/action) "

Item 19 © Chief Legal Counsel’sﬁeport )
Recent Decisiens, Litigation Calendar -

Item 20  Executive Director’s Report
Budget, Workload, Legislation

PUBLIC COMMENT

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE
SECTIONS 11126 and 17526.  (Closed Executive Session may-begin at this time or may
begin earlier on this day and reconvene at the end of the meeting,).

A PENDING LITIGATION :
To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matters pursuant to Government Code
section 11126, subdivision (e)(1):

1. County of San Diégo v. Commiission on Stdte Mandctte.i, et al., Case Number
D039471, in the Appellate Court of the Staté of California, Fourth Appellate
District, Division 1. CSM Case No. 01-L-16 [San Diego MIA]

2. County of Los‘iﬁivngeles v. Commission on State Mandates, et al., Case Number

B156870, in the Appellate Court of the State of California, Second Appellate
District. CSM Case No, 01-L-17 [Domestic Violence]



3. County of San Bernardino v. Commission on State Mandates, et al., Case Number
BS069611, in the Appellate Court of the State of California, Second Appellate
District. CSM Case No. 01-L-18 [SEMS]

4. State of California, Department of Finance v. Commission on State Mandates, et
al., Case Number 02CS00994, in the Superior Court of the State of California,
County of Sacramento. CSM Case No. 02-L-01 [Schoo! Bus Safety I

5. San Diego Unified School District v. Commission on State Mandates, et al., Case
Number S109125, in the Supreme Court of the State of California.
CSM Case No. 02-L-02 [Pupil Expulsions]

6. County of San Bernardino v. Commission on State Mandates of the State of
California, et al., Case Number B163801, in the Appellate Court of the State of
California, Second Appellate District. CSM Case No. 02-L-04 [Property Tax
Administration)

7. San Diego Unified School District and San Juan Unified School District v.
Commission on State Mandates, et al., Case Number C044162, in the Appellate
Court of the State of California, Third Appellate District. CSM Case No. 02-L-05
[Physical Performance Tests]

8. Palos Verdes Peninsula Unified School District v. Commission on State
Mandates, et al., Case Number 03CS00897, in the Superior Court of the State of
California, County of Sacramento. CSM Case No. 02-L-06. [Eastview Optional
Attendance Area)

9. State of California, Department of Finance v. Commission on State Mandates, et
al., Case Number 03CS01069 in the Superior Court of the State of California,
County of Sacramento. CSM Case No. 03-L-01. [4nimal Adoption]

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2): ‘

» Based on.existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(1).)

Discussion and action, if appropriate on report from the Litigation Sub-Committee.
B. PERSONNEL

To confer on personnel matters pursuant to 'Government Code sections 11126,
subdivision (a) and 17526. Discussion and action, if appropriate on report from the
Personnel Sub-Committee.

IX. REPORT FROM CLOSED EXECUTIVE SESSION, RECONVENE IN PUBLIC SESSION

X. ADJOURNMENT

For information, contact;
Paula Higashi, Executive Director (916) 323-8210

980 Ninth Street, Suite 300 (916) 445-0278 Fax
Sacramento, CA 95814 : -
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Hearing Date: September 25 , 2003
File: CSM-4485-01 (10th Amendment)
j\mandates\csm4000\4485\2003\staff analysis

ITEM 12

STAFF ANALYSIS
PROPOSED PARAMETERS AND GUIDELINES AMENDMENT

Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459
Statutes 2003, Chapter 157 (Budget Act of 2003)

Mandate Reimbursement Process

EXECUTIVE SUMMARY

The Mandate Reimbursement Process program allows local agencies and school districts to be
reimbursed for costs incurred in preparing and presenting successful test claims to the
Conumission on State Mandates (Commission) and submitting reimbursement claims to the

State Controller’s Office (SCO). Incorrect reduction claims are considered an element of
reimbursement claims. :

The original parameters and guidelines for this program were adopted on November 20, 1986.
Each year, the Commission amends these parameters and guidelines to incorporate the most
recently enacted state budget act.!

Staff Analysis

Commission staff prepared the proposed annual amendment of the Mandate Reimbursement
Process parameters and guidelines and requested comments.? Staff made non-substantive,

technical changes for purposes of consistency with recently adopted language for parameters
and guidelines and deleted references to prior budget acts.

In a letter dated August 19, 2003, Spector, Middleton, Young & Minney asked if “there is
legal justification for omitting Special Districts as defined in Government Code section 17520
as eligible claimants.”

Staff finds that special districts are eligible claimants as provided in parameters and guidelines
Section II. Eligible Claimants. Here, eligible claimants includes any local agency as defined in
Government Code section 17518, or school district as defined in Government Code section
17519, which incurs increased costs as a result of this mandate is eligible to claim
reimbursement of those costs. As provided in Government Code scction 17518, “ ‘local
agency’ means any city, county, special district, authority, or other political subdivision of the
state.” (Emphasis added.) Government Code section 17520 merely defines “special district.”

! Bxhibit A.
% xhibit B.
3 Bxhibit C.
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Staff Recommendation

Staff recommends that the Commission adopt the proposed amended parameters and
guidelines, as modified by Commission staff, beginning on page 3. :

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing.

-914- 2



Jj:\mandates\csm4000\4485\2003\pgaadopt092503

Amended Parameters and Guidelines

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459 S
Statutes 2003, Chapter 1577 (Budget Act of 2003)

Mandate Reimbursement Process

[For fiscal years-1995-1996.1096 19971097 10981008 10001000 200020002001 2001
%G%—%@OQ%—”’—O@%—@HHQOOS -2004, these parametets and guide hnes are amended pursuant to

the requirements of:

Aet—et—%@@%—movmon 8 ofItem 0840 001 OOOl and urovmon 1 ofItem 8885- 001 OOOl ofthe

Budget Act of 2003 to include Appendix A.]

Mandate Reimbursement Process

Adopted November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1995
Third Amendment Adopted: January 30, 1597
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted: October 25, 2001
Ninth Amendment Adopted: February 27, 2003
Tenth Amendment Adopted:

Muondate Reimbursement Process
Proposed Tenth Amendment ~915-



I SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board of Control's authority to hear and make
determinations on claims subinitted by local governments that allege costs mandated by the state.
-In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller's [

Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
governiments.

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandate cost claims. This law established
the "sole and exclusive procedure" by which a local agency or school district is allowed to claim
reimbursement as required by article XIII B, section 6 of the California Constitution for state -
mandates under Government Code section 17552,

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes 1984, chapter
1459. Specifically, the Commission found that these two stattes imposed a néw program by
requiring local governments to file claims in order to establish the éxistence of a mandated
program as 'well as to obtain reimbursement for the costs of mandated programs.

II. ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 17518, or school district as defined in
Govermment Code section 17519, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows: ’

(2) A local agency or school district may file an estimated reimbursenient claim by
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
“following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

4 Mandate Reimbursement Process
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Reimbursable actual.costs for gne fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561 (d)(l) all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the i 1ssuance of the State Controller s claiming instructions. If the total costs
for a given fiscal yeat do not exceed $1,000, no reimbursement shall be allowed, except as
otherwise allowed by Government Code section 17564.

IV.  REIMBURSABLE ACTIVITIES

To be el1g1b1e for mandated cost re1mbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those’ costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incutred, and their relationship to the reimbursable activities. A source
document is a'document created at or near the same time the actual cost was incurred for the
event or activityin quest1on Source documents may include, but are not hmlted to, employee
time records or time logs, sigh-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, “I certify (or

declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct, -based-upen-persenat-lmowledge.”, and must further comply with the
requirements of Code of Civil Procedure section 2015.5. - Evidence corroborating the source
documents may include data relevant to the reimbursable activities otherwise in compliance with
local, state, and federal government requirements. However, corroborating documents cannot be
substituted for source documents.

The claimant is only allowed to c1a1m and be relmbursed for increased costs for reimbursable
activities identified below Increased cost is 11m1ted to the cost of an act1v1ty that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the followmg act1v1t1es are reunbursable
A. Scope of Mandate

Local agencies.and school districts filing successful test claims and reimbursement claims
incur state-mandated costs. The purpose of this test claim is to establish that local

- governments cannot be made financially whole unless all state mandated costs -- both direct
and indirect -- are reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the 1mp1ementat1on of state- 1mposed mandates all”
resulting costs are recoverable. : : :

R, Reimbursable Activities
I, Test Claims : -

All costs incurr ed by local agenc1es and school districts in prepanng and presenting .
successful test claims are reimbursable, 1nclud1ng those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test claims,

5 Mandate Reimbursement Process
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developing parameters and guidelines, collecting cost data, and helping with the drafting of
required claiming instructions. The costs-of all successful test.claims are reimbursable .

Costs that may be reimbursed include the following: salaries and benefits, matenals and
supplies; consultant and legal costs transportauon and indirect costs

2, Re1mbursement Clalms

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts. Allowable costs'include, but are not limited to, the followmg salaries
and benefits, service and supphes contracted serv1ces trammg, and indirect costs ,

Incorrect Reduct1on Claims are con51dered to be an element of the reimbursement process.
Re1mbursable act1v1t1es for successful incorrect reduction claims include the appearance of
necessary representatwes before the Commission on State Mandates to.present the claim, in
addition to the reimbursable activities set forth above for successful reimbursement claims.

3. Training
a. Classes

h1clude the costs of classes des1gned to assist the claimant in 1dent1fymg and correctly -
preparing state-required documentation for specific reimbursable mandatés. Such costs:-
include, but are not limited to, salaries and benefits, transportation, registration fees, per
diem, and related costs incurred because of* thls mandate (One—tnne act1v1ty per
employee.) ‘ , :

b. Commission Workshops

Participation in workshops convened by the Commission is re1mbursable Such costs
include, but are not limited to, salanes and beneﬁts transportatlon and - per dlem This
does not include reimbursement for participation in rulemakmg proceedmgs

CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be 1dent1ﬁed for each reimbursable activity identified -
m Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must

e supported by source documentation as described-in. Sect1on V. Addluonally, each
reimbursement claim must be filed in a tlmely manner. :

A. Direct Cost Reportmg '

Direct costs are those costs mcurred speclﬁcally for the reimbursable activities. The
following direct costs are eligible for reimbursement. :

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours)..
Describe the spe01ﬁc re1rnbursable act1v1t1es performed and the hours devoted to each
etmbursable activity perforted.

6 Ma;zdate Reimbursement Process
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2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the xr‘eimbursable activities, Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are

withdrawn from inventory shall be charged on an appropnate and Teco gmzed method of"
costmg, consistently apphed

3. Contract Services

Report the name of the contractor and services performed to 1mplement the reimburs able
activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the act1v1t1es and all costs charged. Ifthe

contract is a fixed price, report the dates when services were performed and itemize all costs
for those services.

4, Fixed Assets and Equlpment

Report the purchase price pa1d for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
other than the reimbursable activities, only the pro-rata portion of the purchase price used to
implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee travelmg for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the rules
of the local jurisdiction. Report employee travel time according to the rules of cost element
A.1, Salaries and Beneﬁts for each apphcable re1mbursable act1v1ty

6. Traunng

Report the cost of training an employee to perform the reimbursable activities, as spec1ﬁed in

Section IV of this document. Report the name and job classification of each employee
preparing for, attending, and/or conducting tra1n1ng necessary to implement the reimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session), dates attended, and location. “If the trairing encompasses subjects broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee training -
time for each applicable reimbursable activity according to the rules of cost element A.1,
Salaries and Benefits, and A.2, Matenals and Supphes Report the cost of consultants who
conduct the traunng accordmg to the rules of cost element A.3, Contracted Services.

) ludlrect Cost Reportmg

1. Local Agenc1es

111d1rect costs are costs that are mcurred for a common or Jomt purpose, benef ting more thau
one program, and are not directly assignable to a particular department or program without
efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead
costs of the unit performing the mandate; and (2) the costs of the central government services

7 - Mandatc Reimbursement Process
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distributed to the other departments based on a systematic and rational basis through a cost
allocation plan. . ;

Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or prepanng an Indlrect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%. -

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expendltures and unallowable costs (as defined and described in. OMB A-87 Attachments A
and B). However, una.llowable costs must be included in the direct costs if they represent
activities to wh1ch indirect costs are properly allocable.

The dlstnbutlon base may be ( 1) total direct costs (excluding cap1ta1 expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP the Clalmant shall have the choice of one of the followmg
methodologies:

a. The allocation of allowable indirect costs (as deﬁned and descnbed in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base,

- The result of this process is-an indirect cost rate whichis sed to distribute indirect
costs to mandates. The rate should be expressed as a percentage wh1ch the total
amount allowable indirect costs bears to the base selected; or

- b. The allocatlon of allowable mdlrect costs (as deﬁned and descnbed n OMB Clrcular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or.indirect, and (2) dividing the
total allowable 1nd1rect costs.(net of apphcable credits) by an equitable distribution -
base. The result of this process is an indirect cost rate that is used to distribute
indirect costs to mandates The rate should be expressed as a percentage whlch the
. total amount allowable indirect costs bears to the base selected. ;

2. School Dlstncts

Indirect costs are costs that have been 1ncurred for cornmon or Jomt purposes These costs .
benefit more than one cost obj ective and carmot be readily identified with a particular final
cost objective without effort dlsproportlonate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those "
remaining to be allocated to. benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost mcurred for the same purpose, m hke c1rcumsta.nces has been
clalmed as a direct cost, -

fndirect costs include: (a) the indirect costs originating in each department. or agency of the .
governmental unit carrying out state mandated programs, and (b) the costs of central

g - Mandate Reimbursement Process
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governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive 1nd1rect cost
rate provisionally approved by the California Department of Education.

‘3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacemeﬁt) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

4, Community College Districts

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions"; (2) the rate calculated on State Controller's Form
FAM-29C; or (3) a 7% indirect cost rate.

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter’ is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. All documents used to support the reimbursable activities, as described in Section
IV, must be retained during the period subject to audit. If an audit has been initiated by the
Controller during the period subject to audit, the retention period is extended until the ultimate
resolution of any audit findings.

VII. OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsetting savings the claimant experiences in the same program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited
to, services fees collected, federal funds, and other state funds, shall be identified and deducted
from this claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the statute or executive order creating the mandate and the parameters and
guidelines adopted by the Commission.

" !'This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.

o _ Mandate Reimbursement Process
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Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571. If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Commission
shall direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

Commission. '

In addition, requests may be made to amend parameters and guidélines pursuant to Government
Code section 17557, subdivision (a), and California Code of Regulations, title 2, section 1183.2.

(Continue to Appendix A)

10 Mandate Reimirireement Process
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PARAMETERS AND GUIDELINES
Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years

20012002 and 20022003 2003-20042

A.  Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would

necessarily have been incurred for that purpose if performed by employees of the local
agency or school district. '

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not

have been accomplished without incurring the additional costs claimed by the local agency
or school district.

B. Costs incurred for contract services and/or legal counsel that assist in the preparation,
submiission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

? The limitation added by Q—}—%he—gﬂéue{#&e-’s—eﬁ—l 05
Hand-in-Hem-3885-061-0 - :
OQMQ@;——P—%GWMGH—Q—aﬂé—m—I W@WW@%MMWW&W%ﬁ@
M%MWMW%W%WW%WMMW%

Statutes-1998—chapter-324-in-Hem-0840-001-088 - Provision-Srand-Jtem 3885-001-080 - Provisten—i—{5)-the

bu@ﬂ%@%&&%@@%@a@&%@@%@%&ewg—%mtm 88—5—99—1—99@4—
Proviston—£63-the-Budget-Act-of 2000 Statutes-2000,chapte: 5
3%4%%%%@%@%%@%%&%{4%%%@%%—
Provision-Srard-inltem-8885-001-0001 Provisien—-(8)-the Budpet-Aet-0f 2002 Statutes- 2002-chapter 370-n
Hem-0840-061-0001Provision-8-and-in-Ttem 8885-001-000 Provisien-the Budpet Act of 2003, Statutes 2003,

chapter 157, in Ttem 0840-001-0001, Provision 8. and in 1tem §885-001-0001, Provision 1. -is shown as part A. of
this Appendix.

11 : Mandate Reimbursemeri: Process
Proposed Tenth Amendment

-923-



-924-

If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,
reimbursement is limited to the lesser of Test (1) and/or Test (2). No reimbursement shall
be permitted for the cost of contracted services without the submission of an estimate of
actual costs by the local agency or school district.

1. - Muandate Reimbursement Process
Proposed Tenth Amendment
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EXHIBIT A

- 37— ‘ Ch. 157

Item Amount
(a) Misdemeanors:: Bookmg/Fmgerpnnﬂng (Ch '
1105, Stats, 1992), . .- e
(b) Stolen Vehicles Notification (Ch 337 Stats
1990) . :
(c) Sex Offenders: Dlsclosure by Law Enforce-: -
ment Officers (Ch.485, Stats. 1998). - .

+ 0820-490—Reappropriation;‘Department of-Justice: The =~
balance of the appropriation provided in the follow- .
ing citation is reappropriated for the: purpose, and
subject to the limitation, unless otherwise spec1ﬁed
provided for in the appropriation: ; - e
0660—Public Buildings:Coenstruction Fund E
Item 0820-301-0660, Budget Act of 2002+ (Ch 379,
Stats. 2002)
(1) 85.60.010- Santa Barbara Replacement '

Laboratory—Construction. ; -
0820-491—Reappropriation, Department-of Justlce The o

balance of the appropriations for the License 2000

Database System provided-in the following citations

is reappropriated for the purposes providedifor in

those appropriations and shall ‘be: available for en-

cumbrance:and expenditure until Jutie 30;2004: .

0367-—Indian Gaming:Special Distribution Fund ..~

(1) Item 0820-001-0367,:Budget Act.of-2002 (Ch. -
379, Stats. 2002). Up to $1,052,000 appropnated .
in-Program 65—Gambling-Control.,"- ...

0569—Gambling: Control Flnes ‘and Penaltles Ac-.:

count

(1) Item 0820-001- 0569 Budget Act of 2002 (Ch:~
379, Stats. 2002). Up:to $263,000 approprlated-:
in Program 65—Gambling Control. ‘

Provisions: :

1. No funds may be expended from this:item until a .
Special Project Report:has been appreved by the ,
Department. of Finance: .. S

0840-001- 0001 —For: support of State (_,entro]ler.......;;-..-h 67.:-;959,000

Schedule: : R ' -

(D IOOOOO-Personal SerV1ces weiiediienesii 704 468 OOO '

(2) 300000-Operating. Expenses and '
Equipment ..:.i i buisiiiiin i 38 ,-2--8'3 ;OOO :

(3) Less funding- prov1ded by State SO LR
Controller’s Statewide Information - - +:in,
Technology. Projects- (Item . 0841-

001-0001(1)) evreitiiinrietinnitiniinnnin =1 071 000

(4) Reimbursements....i...\v.ceeenen. ;*.‘...-'.-...—31 789 000
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Ch. 157 — 38—

Item Amdunt

(5) Amount payable from the Motor

Vehicle Fuel Account, Transporta’
tion Tax Fund (Item 0840-001: ° o
0061).uuriiiiiniiiierienreierneeeeneaee s -3,251,000
(6) Amount payable from the H1ghway
Users Tax Account, Transportation 2
Tax Fufid :(Ttetiv 08402001 0062)*"“‘"‘928*000 oo
(7) Amount payable from the Local -
Revenue ‘Fund~ (Itern 0840 001-
0330)...ciitiinisnitiinni it NN —329,000
(8) Amount payable from the :State ‘
School Building: Lease-Purchase "~ '
Fund (Item 0840-001:0344):.:i...70 —766,000

(9) Amount payable from the Federal '

Trust Fund (Item-0840-001-0890). -1, 152 OOO ‘

(10) Amount payable from the“State v

Penalty Fund (Itcm 0840 001- ' '

0903) i, —1 047, 000
(11) Amount payable from various :

other unallocated ‘nongevetrimeti- -

tal cost funds i(Retail Sales'Tax AL

Fund) (Item” 0840-0(31-0988) L =197,0000 7
(12) Amount payable: from.various -~ =~

other unallocated - spec1a1 funds - ook

(Item 0840-011=0494) .........iike. 243,000 -
(13) Amount payable from- unalloca ed S

bond funds' (Item: 0840-011-0797).:- —177,000 *
(14) Amount payable from various

other unallocated nongovernmen-"~ - =

tal cost funds: (Item 0840 011- °

0988) .................................. Lanhin —42'000

Provisions: '

i. The appropriation:made in this’ itern shall be in -
lieu of the appropriation in ‘Section 1564 of: the-
Code of Civil Procedure for all costs, expenses, 61
obligations connected:'with the admiristration of -
the Unclaimed Property Law, with the exception «
of paymiéent of owners’ or holders’ claims purstdnt -
to Section 1540, 1542, 1560, or 1561 of the:Code: -
of Civil'Pro¢edure, or of payment of the. costs of -
compensating contractors:for locating and recov-
ering unclaimed property due'the'state.”

2. Of the claims receivéd for reimburéement of-
court-ordered or voluntary desegregation: pro-
grams pursudiit to Sections 42243.6, 42247, and
42249 of the Education Code, the Controller shall
pay only those claims that have been subjected to
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Item.

—39 __

audit by school districts in accordance with the

Controller’s procedures manual for conducting -

audits of education desegregation claims. Further-
more, the Controller shall pay only those. past-

year actual claims for desegregation program.

costs that are accompanied by all.reports issued

by the auditing- entity; unless the- aud1t1ng entlty"

was the Controller..

. No less than 0.9 pcrsoﬁncl-year in the Audits D1-; x

vision shall be used to audit education desegrcga-
tion claims;:

. The Controller may, with, the concurrence of the

Director of Finance and the Chairperson of the
Joint Legislative Budget Committee, bill-affected
state departments for activities required by Sec-
tion 20050 of the State Administrative Manual,
relating to the,administration ,of federal pass-
through funds.

No billing may be sent to affected departments
sooner than,30 days after the Chairperson of the
Joint Legislative-Budget Committee-has been no-
tified by the Director. of Finance that:he or she

concurs with the.amounts specified-in the billings. -
. (a) Notwithstanding subdivision- (b) of Section

1531 of the Code of Civil Procedure, the Con-

troller may publish notice in any manner that .

the Controller determines reasonable, pro-

vided that (1) none of the moneys used for :
this purpose is redirected from funding for the-

Controller!s audit:activities, (2)-ne photo-

graph is used in the publication of: not1cc, and.
(3) no- elected official’s namc is- used in the- - .
publication of notice. S Gt

(b) No funds appropriated in thls act may-be ex--

pended.by the Controller to provide:general

informatjon .to the public, other than holders .
(as defined in subdivision (e)-of.Section: 1501 -

of the Code of Civil Procedure).of unclaimed

property, concerning the unclaimed property ...
program or, possible existence-of unclaimed.
property.held by the Controller’s-office, ex~.. -

cept for informationalg;anngunccmcnts.:to the
news media, through the exchange of infor-

mation on electronic_bulletin boards, :orno:
more than. $15,000 per ‘year to inform the

public about this program in activities .already
organized by the Controller for other pur-

103
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Ch. 157 — 40 —

Item -

/
poses. This restriction does not apply to send-
ing individual notices to property owners (as
required in subdivision (d) of Section 1531 of
the Code of Civil Procedure).

6. The Controller’s office shall, through audits of

Medi-Cal program and providers, enhance the
General Fund resources or reduce the General
Fund expenditures through identification of over-

payments, cost avoidance, and other appropriate
measures. '

. Of the moneys appropriated to the Controller in

this act, the Controller shall not expend more than
$500,000 to conduct posteligibility fraud audits of
the Supplemental Security Income/State Supple-
mentary Payment Program.

. The Commission on State Mandates shall pro-

vide, in applicable parameters and gu1de11nes as

follows:

(a) If a local agency or school district contracts
with an independent contractor for the prepa-
ration and submission of reimbursement
claims, the costs reimbursable by the state for
that purpose shall not exceed the lesser of (1)
10 percent of the amount of the claims pre-
pared and submitted by the independent con-
tractor, or (2) the actual costs that would nec-
essarily have been incurred for that purpose if
performed by employees of the local agency
or school district.

(b) The maximum amount of reimbursement pro-
vided in subdivision (a) may be exceeded
only if the local agency or school district es-
tablishes, by appropriate documentation, ‘that
the preparation and submission ‘of these
claims could not have been accomplished
without incurring the additional costs claimed
by the local:agency or school district.

. The funds appropriated to the Controller in this

act may not be expended for any performance re-
view or performance audit except pursuant to spe-
cific statutory authority. It is the intent of the Leg-
islature that audits conducted'by the Controller, or
under the direction of the Controller, shall be fis-
cal audits that focus on claims and disburseéments,
as provided for in Section 12410 of the Govern-
ment Code. Any report; audit, analysis, or evalu-
ation issued by the Controller for the 2003-04 fis-
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— 601 — Ch. 157

Ttem , Armount
upon order of the Department of Finance, or made

available by the Department of Finance as a re-

imbursement, to other items and departments for

CALSTARS-related activities by the Department

of Finance. ~

2. The funds appropriated in this act for purposes of
CALSTARS-related data processing costs may be
transferred between any items in this act by the
Controller upon order of the Director of Finance.
Any funds so transferred shall be used only for
support of CALSTARS-related data processing
costs incurred, ‘

8885-001-0001—For support of Commission on State

Mandates, Program 10.........ciiiiiiiniiiiiiiiininceennn, 1,302,000

Provisions: ' ) .

1. The Commission on State Mandates shall pro-
vide, in applicable parameters and guidelines, as
follows:

(a) If a local agency or school district contracts
with an independent contractor for the prepa-
ration. and submission of reimbursement
claims, the costs reimbursable by the state for
that purpose shall not exceed the lesser of
(1) 10 percent of the amount of the claims
prepared and submitted by the independent
contractor, or (2) the actual costs that neces-
sarily would have been incurred for that pur-
pose if performed by employees of the local
‘agency or school district.

(b) The maximum amount of reimbursement au-
thorized by subdivision (a) may be exceeded
only if the local agency or school district es-
tablishes, by appropriate documentation, that
the preparation and submission of these
claims could not have been accomplished
without the incurring of the additional costs
claimed by the local agency or school district.

2. In the case where the commission receives one or
more county applications for a finding of signifi-
cant financial distress pursuant to Section 17000.6
of the Welfare and Institutions Code, and where
the commission files a request under Section
27.00 of the Budget Act in order to carry out its
duties with respect to those applications, then,
notwithstanding the provisions of Section
17000.6 of the Welfare and Institutions Code, the
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. : ‘ _ EXHIBIT B
STATE OF OALIFORNIA - : . @RAY DAVIS, Governar

COMMISSION ON STATE MANDATES
880 NINTH 8TREET, SUITE 300
*RAMENTO, CA BEB14
%: (B16) 323-5662
. \918)'445-0278 '
E-mall: ceminio @ osm.oa.gov

August 15, 2003

To:  Affected State Agencies and Interested Parties (see enclosed Mailing List)

RE: Proposed Amendment of Parameters and Guidelines
- Mandate Reimbursement Process, CSM-4485

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459 ‘
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budgst Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chepter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002, Chapter 379 (Budget Act 0f 2002)
Statuteg 2003. Chapter 157 (Budget Act of 2003)

Enclosed for your review and comment is the Commission staffs anmual amendment of the
Mandate Reimbursement Process parameters and guidelines. It includes technical changes to
incorporate the Budget Act of 2003, as well as recently adopted boilerplate language.

‘Written Comments

Written comments are due by September 2, 2003, Please file an original and two copies of responses
with the Commission and simmltaneously serve copies on other affected state agencies and interested
parties on the enclosed mailing list. The staff analysis and final proposed amendment to the
parameters and guidelines will be issued after all written comments are reviswed.

. Hearing

Unless a prehiearing is requested, this item is tentatively scheduled for hearing on

* September 25, 2003, at the State Capitol, Sacramento, California. Please let us know in advance if
you or & representative of your agency will testify at the hearing and if other witnesses will appear,
Requests for postponement of the hearing may be filed with the executive director in accordance with
section 1183.01 of the regulations,

Plense contact me &t (916) 323-8211 if you have any questions.

Asgaistant Executive Director

Enclosures
j\mandates\4000\4485\2003\pgatr
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Amended Parameters and Guldelmes |

Statiites 1975; Chapter 486"

i Statutes 1984; Chapter1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
- -, . Statutes. 1096, Chapter 162 (Budget Actof 1996) . ..
& e -y Statites1997;Ghapter-282:(BudgetAct of 1997) < i
Statutes 1998, Chapter 324 (Budget Act:0f1998)
. Statutes 1999, Chapter 50 (BudgetAct-of 1999).
Statutes 2000, Chapter 52 (Budget Act-of 2000)

Stamtes 2001, Chapter 106 (Budget Act’of 2001)

R Mandate Rezmbumement Proae.s's

[For ﬁscal years L995 1996 1996 1997 1997-1998 1'998 1999,,1,999-2000 2000-2001 2001— .

2002, and 2002-2003 only, these parameters and guidelines are amended; pursuant tothe .
requirements of: (1) provision 4.1: of Item 0840-001-001, and-provision:110fItem 8885-001:0001:-
of the Budget Act of 1995; (2) provision 9 of Item 0840-001- 0001, and promsmn,rl of Item-8885-
001-0001 of the Budget Act of 1996; (3) provision 9 of Item 0840-001- 0001 and 1 prowsmn 1 of
Iter 8885-001-0001 of the Budget Actief 1997;.(4): prov1§mn~8 of Item {0840-001-0001; &rid-
provision:1- ofitem: 8885-001:0001:0fthe Budget:Astof 19985 (5) provisicti 8 ofltem 0840-001-

0001, and provision 1 of Item 8885-001-0001 of the Budgst Act-of 1999; (6) Provisish 8 of Tterd -
0840-001-0001, and provision 1 of Item 8885-001-0001.0f the:Budget » Act:0f2000,:(7) provision
8 of Item 0840-001-0001, and provision 1 of ltem 8883-001- 0001 of the Budgat Act 0of 2001; eaaé“ |

(B) provigiori'8 bf Iteni?0840-001:0001, and*provision 1%of Iter 8885<001-0001 Gf'the Budget

Act 0f 2002; and (9) provision 8 of Item 0840-001- 0001, and plowsmn 1 of Item 8885-00]-0001 |
of the Budget Act 0f 2003 to- mplude Appendlx A.} RV

1095 ;

B Se,van’ch Arerdriient Adopfed' Sebtembar Zé

¢ s

Mandate Réimbursemeiit Process

Adopted November 20, 1986

" pifdf-Atadhdrment NdSptad: Tatch 26, 1987
Second Améndment ‘Adopted:Optober 26; 1995
Third Amendment Adopted: January 30, 1997
Fourth Ametidment Adopted: September 25, 1997
ifth Amendrment . ‘Adopted; Dotober.29,1998

Sxxth Amendmant Adopted Sapt 3‘0 1999
,2000
- Eighth Ameridment Adopted: iOctaber 25,2001
Ninth Amendment Adopted: Bebruary 27, 2003
Tenth Amendment. Ad opted;

Mandate Rez‘mburse‘meanmces.‘; —
Proposed Tenth Amendment
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L SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board of Control's authority to hear and make
determinations on claims subrmtted by lotd] govettimssits that allegd tosfs mandated by the state.
-In addition, Statutes 1975, chapter 486 containg provigions authorizing the State Controller's
Office to receive, review, and pay relmbursement clgums for mandated costs submitted by local -
governments. s S P SRR YR P

Statutes 1984, chapter 1459 :created the Comnnssmn on State Mandates (Commlssmn), which -
replaced the Board of Coritrél-with-respsct it Hesting mandate dtist élditis,” This law established
the "sole and exclusive procediire by Whlch 6. 160l agency or schoo] district is allowed to claim
reimbursement as required by article XII'B,s8ction 6 of the' Cahforma Constxtutlon for state
mandates under Government Codezsectnon 175 52 B

Together these laws estabhsh the process b 'eh loeal B ene1es«rec ve relmbursement for
state-mandated programs. As sich, they ) be.the‘,pr st be followed before
mandated costs are recogmzed They also' dictate téimbiirsernétit activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission détermined:that local agehcies.and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes 1984, ehapter
1459, Specificdlly;thé Commissic fotndithat these two statiites 1mposet1 a new pro ErEm By

requiring local governmients to'file'claims in orderto establish the'existétice of a mand ‘
pro gram as Well as:to* obtam\rennbursement for the oosts of mandated pro grams. ‘

A_ny local. agenoy as deﬁned ol Government Gode sectlon 17 518 ori sehool Idxst:tmt as deﬁned in
Government Code section. 17519, which-incurs iricreased: oosts a8 g result ot‘ this mandate is -
eligible;to claim relmbursement ‘of those: eosts; L e T : Tt

OL ° PERIODOF RE]ZMZBURSEMENT -

Pursuant to Gpvemment Code section: 17560 re1mbursement for state-mandated eosts msy be
clauned as follows s e T TR -

(a) A local BgEncy or school d1smct may file an estlmated relmbursement clann by AR
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
~ following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
~ subd1v1slon (b)-m-“ P

Li'the‘eve: bal2g mstruotlons are issued by the Controller pursuant to
- .- sub; | MSSB between October 15 and January 15, a local agency or
- school district ﬁhng on anmial reimbursement claim shall have 120 days following the

: 1ssua:uce date of tHe févised” olanmng instructions to file a claim,

o SR Mandate Reimbursemeit Process _
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Reimbursable actual costs fon one fiscal year shall:be. mcluded in’ each claim,+Estimated costs for
the subsequent year may.be included on the sarne:claim; if applicabls, -Pursuant to Goveramént

Code section 17561 (d,)(l) all claims for reimbursement of initial, yea:r,m costs shall be sybmitted
within'120 days ofthe issua ) th :Stéfte do @{l;' s olanmng metruoﬁ 8, Ifthe total costs
for a given fiscal year do not'éxcesd §1,000, 16 féimbirsement shall be allowed except as -

otherwise allowed by Government Code section 17564. i
IV. REIMBURSABLE ACTIV'ITIES . S omn

To bé éligiblé for fandafed tost reimbtirke
clatmied. Actualf"costs :those costs ) 1
Actual costs must be traceablé and supported by Sorites documents that show the vahchty of such
costs, when-they wereincurred, and their relationship to the reimbursable attivities. A’ source-
document is a.document created-at or near the same tirne the actual cost ; Was' ‘incurred for the
event or:activity.in questlon ‘Soureéidoouiments may include; ibut are not' ted to, employee
txme records ortimelogs, sign=in:sheets, ifivoices, ahd rece1pts et

Evidence corroborating the source documents may include, but is not limited to, worlcsl;eets, cost
allocation reports (system generated), purchass orders, contracts, agendas, training packéts, and
declarations.. Declarations, must include & certification or.declaration stating,."] certify-(or-

declare) under penalty perjury.under. the laws:of the: State of California that:the : foregomg A8
true and correct S »_eand must furthericomply-with the-" .

egutrcments of. Code of le Plocedme soo’non 2015.5;. Evidence corroborating the source-
documents may include data relevant to the reimbursable activities otherwise in compliance with
local, state, and federal government requirements. ‘However, corroboratmg documents cannot be
substituted for source documents,

The claithént is only aliowed o olair and Be Feimbiirse

T Nburss Af'or mcreased costs for re:mbursable
activities ideiitified below Inéréased cost i is litmitted fo il e*‘cost of ¢ an act1v1ty that the clan:uant is
required to incur as's fesiilt of thé mandate K

For each eligible cla:lmant the following act1v1t1es aregire1mbursab1e BEAE
A" Scope of Ma_nd te: R P L S o ".L\f'.', l" .. i fa L e ’ i o .
Local agenc1es and school d1stncts ﬁhng successful test Clﬂlﬂlb a:nd 1e1mbursement claams
incur state-mandated costs. The purpose of this:test claim is to establish that local -
governments cannot be made financially whole unless all state mandated costs -- bothJ direct
and indirect -- ars reimbursed. Since local costs would not have been insurred for tast clatms
and reimbursement-claims but for the- 1mp1ementat10n of state-lmpo sed mandates, gl -7
resulting costs are recoverable. LI R e

B. Reimbursable Activities "
. Test Claims - . T

Al coits mcun‘ed by local agencl D g and presentmg
succegafl] test tlaima are teimbiirsable ‘mcludmg fHose samé f ool unsuccessful test
claim if an adverse Commission ruling is later reversed as a f6sult of a court order. These -

activities include, but are not limited to, the following: prepanng and presenting test claims,

Mandate Reimbursement Process
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developing parameters and. gmdelmes, collecting cost data; and helpmg w1th the drafcmg of
reqmred clal.mmg mstructtons The oosts of all siiccemsfiil test cldims’s are re1mbursable. o

I
" A S
L e

4 ! g Salanes and beneﬁts, matenals and
supphes, consultant did legal oosts, iransportatmn, and indircot costs.

2. Rennbursement Clatms

All costs incurred during the penod of this claim for the' préparation and: gubinission 6f
suocessful retmburse_ment , re recoyerable by the local -agencies
Ticts,” Allo mite d to, the followmg salanes
ing, and md1reot costs

Incorrect Reduction Glatma ATE: con&udered to be an: element ofithe retmbursement process
Reu:nbursable activities for-successful:incorrect reduction-claims:include the appearance: of
necessary representatlves before the Commission on:State:Mandates to present the claini; in
addition to the retmbursable activities-set-forth above for successful reimbursement claims.

3. Trzunmg
e g B ' L ) Lo e i W
Claases C o e L e e

Include this‘costs of claases dealgned to'assist the clatmant in 1dent1fymg and correotly
preparifip:staté-requirsd-documeritatitn fob §patifit reimbnitsablé'marndates. Such costs”
include, but are not-limitéd to, salaties and:beneﬁts, ttition, regisitation fees, per
diem; and related costs mcuxred because of th15 mandate. "(One-tune act1v1ty per '
emplc)}’ee) N LA T L O ‘ N

g T

b, “Commission Wotkshops

Part1c1pataon -mnworlcsho 8 eonvened by the Commission is relmbursable Such costs

) ;Jeﬁts, transpo o

) tion, and per diem. ThJE
does not mclucle reimbursement for parhmpat on in rulemakmg proceedmgs

CLAIM PREPARATION AND SUBMISSION

Bach of the following cost elements must be identified for each relmbursable actlvlty 1dent1ﬁed
i Section IV, Reimbursable Activities, of tlns document. Each claimed reimbursable cost must
be supportetsby source docimeritation ag-dedetibed it Sectton IV Addttlonally, each S
re1mbursement cla:lm must be ﬁled in a tlmely manner T

o e
oo ll\

D1rect costa .are those costa mcutred spectﬁcally for the re1mbursable act1v1t1es The
followmg du'ect costs are eligible for reimbursement. i

":‘r'5r' 9

1. Salaries and Benefits

Report each employee iml:»lernentin;ér the reimbursable activities by name, job-classification,
and producttve hourly _rate (total wages and related beneﬁts d1v1ded by productwe hours)
Descnbe tl:te i

R , Mandate Reimbursement Proress
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2. Materials.and Supplies

Report the cost of materials and supplies that have been consumed or expended for the

purpose of the reimburgable activities; Purchases shall be claimed at the actual price, after
dedueting drscounts rebates, and allowances reoeived by the claimant. . Siipplies that ere-
withdrawn from inventory shall be charged on an appropnate and recognized method of
costing, consistently applied. o :

. 3..Contract-Services, - BT e

Report tHe ke ofthe oontrattor and ces performed o nnplement the re1mhursable
acfivifies, Attach 2 copy of th® contradt To the claim." If the Sontréctor bills for'time 4
matérials, Tépor théfinmber ofhours spent ot the aetlvmes anli all eosts charged If the

contract is a fixed pnce report the dates when setvices were performed and itemize all costs
for;those. services. : < . .

4. Fiked Agbets ard eqhpment St o =

Report the purchase price pa1d for ﬁxed assets and eqmpment (mcludmg computers)
necessary to impléfient th refmbirsable activities. The'putchase pnee includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
other than the reimbursable-activities, only.the pro-rs.te portion of the purchase priceused to
unplement the reimbursable act1v1t1es can be claimed. -

Report the name of the employee travehng for the purpose of :the rermbursable aet1v1t1es
Include the cla.e of; travel, destination.ppint, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the rules
of the local Junschohon Report employee travel time according to the rules of cost element
Al 1' Shlates ancl Beneﬁts for each Eppheahle re:mbursable actit\hty

CEP T e
. Trammg

'
N [

~ Report thie cost.of' trammg an- employee to perform ”che feimbutsable activities, as spee1ﬁed in
Section IV.6f this-d6cument. Répoit the rame and job classification of each employee
preparinig for, attéhdling,-and/ot eoncluotmg trammg nécassary 16 implethéit ‘he reunbursable
activitiés:“Provideithe title, subijett, dnd purpose (rélated to-the taridite of e trammg
session), dates attended;and 16adtion: If the traiing eneompasses ‘gtibjetts' broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee-training
time for each apphcable reunbursable activity aecorchng to the rules of cost element A1,
Salaridd and Beneﬁts, d'A:2; Materials and Supplics. Repost the eost of consu’ltants o'
condiict the- tramm 'ordmg 0 the rules of cost element X.’B Conh'aotetl Servmes ' '

ERUEEE TP

Indirect Cost E__DO J

I
v Ir

1. Tocal Ageht}lesJ

Indiréct costs ate eosts that are incurred for a common or Jomt purpose beneﬂtmg more tha.n
one program, and are not directly assignable to a particular dep artment or program w1thout
offorts dispropoitiotiate to'the result-dchievsd! Mdirect-costs may iriclide both (1) ovethiead
costs of the:uhit perforiving the mandate; and (2)the'costs of the central governmerit services

Mandate Reimbursement Process -
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distributed to the other departments based on a systematic and rational basis through a cost
allocation plan, , s :

i
+

- Compensation for indirect costs is ehglble for re1mbursement ut111zmg the procedure -

provided in the Office of Management and Budget (OMB) Circular A-87, Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparmg an Indu-ect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined-and degcribed in
OMB C]:rculsr A-87 Attachments A and B) and the indirsct costs shall exclude capital
expendltures a.nd una]lowable costs (as deﬁ.ned and descnbed in OMB A-87 Aftachments A
and B). However una]iowable costs. must be mcluded in the direct costs if they represent.

......

’ achvmes to whlch mdn‘ect co sts are properly. allocable

The distribution base may be (1) total direct costs (excluding cap1ta1 expendttures and other

* distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and

wages, or (3) another base which results in an eqtutable chstnbuhon

In caloulatmg an ICRP, the C1a1mant shall have the cho1ce .of one of the 1t'ollowmg
methodologles . N

- The allocation: of" allowable indirect costs (as deﬁned and described in OMB ercular
A-87 Attachments A and B) shall be accomplished by (1) classifyifighd dépattrient’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equltable distribution base.
The result of this process is afi'indirect cost rats which 18 used to distribute indirect
costs to friindates. Ths tate should be ekpreésssd 4§ 2 percentage whlch the total
amount allowable indirect costs beats 1o ths base selected or - :

b. The allocation of allowable indirect costs (as deﬁned a.nd described in. OMB Cu‘cular
A-87 Attachments A and B) shall be accomphshed by (1) separating a department
into groups, such as divisions or sections, and then classifying the division's or
section’s tota] costs for the base period as either direct or indirect, end (2) dividing the
total allowable indirect costs (net of apphcable credits) by an equitable distribution
base, - The result of this process is an indirect cost rate that is uged:to distribute -
indirect- costs tomandates. The rate should be expressed ag a percentage which the
tO_tgl amoynt. ,allow_able indirect costs bears to the bage sglected..

2. School Districts

Indirect costs are costs that have been mcurred for common or joint pu.rpo 588, These costs

benefit more than one cost obJeotwe and tannot be readily 1deqt1ﬁed w1tb a particular: ﬁnal
“cost objective without effort dlspropomonate to the results achieved. ‘After direct costs have

been determined and assigned to other activities, as appropriate, indirect €oéts are thése *
remiining to be allocated to benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost incurred for the same purpose m like cxrcumstances has been
claimed as & dlrect cost. B

Indirect costs mclude (a) the mdn‘ect costs ongmatmg in each dopartment or agency of the
"ovemmental unit carrying out state mandated programs, and (b) the costs of central
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governmental services distributed through the central service coet allocatron plan and not
otherwise treated as direct costs. - :

School districts must tise the J:380 (or sibsequent replacemient) non-restrictive 1nd1rect cost
rate provisionally approved by the California Department of Educatmn

3. County Offices of Education-

County offices of education must Use the J5580 (orsubsequent replacement) non-restnctrve
mdn:ect cost rate prov1s1onally approved by the Cahforma Department of Educatmn

. Commumty College Dlstrrcts

Community colieges have the bption of sing: MW federa]_ly approved rate, utlllzmg the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost:
Principles of Bducational Institutions"; (2) the rate calculated on State Controller s Form
FAM-25C; or 3y a 7% mdlrect cost rate

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter' is subject to the initiation
of an audit by the Controller no later than thiree years affer the date that the actual reimbursement
claim is filed or last amended, whichever is later, However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. All documents used to support the reimbursable activities, as described in Section
IV, must be retained during the period subject to audit. If an audit has been initiated by the

Controller during the period subject to audit, the retention period is extended until the ultimate
resolution of any audit findings.

VII. OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsetting savings the claimant experiences in the same program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited
to, services fees collected, federal finds, and other state fands, shall be identified and deducted
from this claim. \

- Viil. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted perameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimburged. The claiming instructions shall be
derived from the statute or executive order creating the mandate and the parameters and
ridelines adopted by the Commission. '

“This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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Pursuant teGovernﬁent Code section 17561, subdivision (d)(lj, issuance of the laimirig’
' instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guxde]mes adopted by the Com.uusslon

IX, REMEDIES BEFORE THE COMMISSION '
Upon request of a local agency or school district, the Comrmsslon shéll review thé cluumng

of mandated costs pursuant to Gevernment Code secuop 175 71 Ifthe Cemm:ssmn determmes
that the clanmng instructions do not conform to the parameters and gurdelmes, the Commission
shall direct the Controller to modify the claiming instructions and the Corittoller shall modify the
claiming instructions to conform to the. parameters and gmdehnes ag directed by the _
Commission. 4 ‘. \ . R

In addmon, requests may be made to amend parameters and gl.udelmes pursuant to Government
Code section 17557, subdrv:lsmn (), and California Code of Regulations, t1t1e 2, sectlon 1183.2.

*(Contiintie to Appendik A)

Mauandaite Reimbursasernt Process
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- PARAMETERS AND GUIDELINES
Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for hldependent Contractor Costs During Fiscal Years
1995-1996, 1996-1997, 1997-1998, 1998-1999, 1999-2000, 2000-2001,
2001-2002, and-2002-2003, and 2003-2004*

If a local agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided in subdivision (z) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without incurring the additional costs claimed by the local agency
or school district.

Costs incured for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A, above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have besn incurred for that
purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its dssignee.

% The limitetion added by (1) the Budget Act of 1995, Statutes 1995, chapter 303, in Item 0840-001-001, Provision
11, and in Item 8885-001-001, Provision 1, (2) the Budget Act of 1996, Statutes 1996, chapter 162, in Item 0840-
001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, (3) the Budget Act of 1997, Statutes 1997, chapter
282, in Item 0840-001-0001, Provision 9, and in Item 8885-001-0001, Provision 1, and (4) the Budget Act of 1998,
Statutes 1998, chapter 324, in Item 0840-001-0001, Provision 8, and Item 8885-001-0001, Provision 1, (5) the
Pudget Act of 1999, Statutes 1999, chapter 50, in Item 0840-001-0001, Provision 8, and in Item 8885-001-0001,
Provision !, (6) the Budget Act uf 2000, Statutes 2000, chapter 52, in Ttem 0840-001-0001, Provision 8, and in Item
B885-001-0001, Provision 1, {7) the Budget Act of 2001, Statutes 2001, chapter 106,in Item 0840-001-0001,
Provision 8, and in Item 8885-001-0001, Provision 1, (8) the Budget Act of 2002, Statutes 2002, chapter 379, in
Ttem 0840-001-0001, Provision 8, and in Itern 8885-001-0001, Provision 1, (9) the Budget Act o 2003. Statutes
7003, chapter 157, in ltern 0840-001-000). Provision 8, and in Item 8885-001-0001. Provision 1. -is shown as part
A, of this Appendix.
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If reimbursement is sought for independent contractor costs that are in excess of
l [Test (1)] ten percent of the claims prepared and submitted by the independent contractor
ot [Test (2)] the actual costs that necessanly would have been incurred for that purpose if
performed by employees or the locdi #chool district, appropriate documentation must be
submitted to show that the preparation and gubmission of these claims could not have been -
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparatiori’and sibmission of claims on behalf of the Iocal
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,
reimbursement is limited to the lesker of Test (1) and/or Test: (2) No ren:ubursement shall
be permitted forthe cost of contracted services w1thout the subn'ussuon of an estimate of
actual costs by the local agency'or schmol district. -
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3 R‘ Comments on: Proposed Parameters and Gmdehnes Amendment

" Dear Ms Ople

:.,ecuon 17518 (local agenmé's) an

8t (9166) 646-1400.

EXHIBIT C

Law OFFIcEs OF SPECTOR, MIDDLETON, YOUNG & MINNEY, LLP
K L - : Ty e

RecEvEs

AUG 7 i 2003

COmMM:=3iON ON
| ST TEianDATES

AUGUST 19, 2003

Ms. Shirley Opie, Assistant Executive Director
Commission=en. State Mandates

- 980 Ninth Street, Suite 300

Sacramento California 958 14

Mandate Reimbursement Process, CSM-4485 .

After reviewing the proposed amendments:to, the Mandate Reimbursement
P/ ocess parameters and guldehnes one question stands out concerning the, SEligible
Claimants” section. Spec1ﬁcally, is there a legal justification for omitting Special
Districts, .as. defined, in Government ,Code section 17520, as eligible claimants?
n,urrently, section, 11 of the pagmneters and, gu1dehnes lists only Government Code
( _'sectlon 17519, (school districts). as. eligible
int woulcl be apprec1ated

claimants. (‘Iamﬁcatlon on, this,

If you have any questions concerning, this letter, please feel free to.contact me

Smce 7
{ FFICES OF SPECTOR,
N, YOUNG & MINNEY, LLP

Zor Mail Last

TPl Cenvir DRIVE R SACIAMENTD, Ca 35855 = TYL6 646 1400 1 £ 916 646 1300

-945-
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Comments on Proposed Parameters and Guidelines Amendment
Mandate Reimbursement Process, CSM-4485

PROOF OF SERVICE

I, Debbie D. Standard declare

0 ver’the a ";of éighteen years and not a party to the within action. I am employed in the

County of Sacramento, California and my business address is 7 Park Center Drive, Sacramento,
California, 95825.

[X]

decluration was executed on August 19, 2003 at Sacr

1 declaré’ under penalty of per_]ury that the fore

On tlle date stated below, I served the within Comments on‘ Proposed Paramelers and

said cause:

by Mail by placing a true copy thereof, enclosed in a sealed envelope w11:h postage prepaid
addressed a5 stated below. Iplaced the'etivelope fot colléction and processing for mailing
following this business' ordinary practice with which I anizeadily familiar. On the same day
correspondence is placed for collection and mailing, it is depos1ted in the ordinary course of
business with the United States Postal Service. , "

by ‘Peisondl Service by plaemg a true copy thereof enclosed m a sealed envelope andv
' personally dehvered ds stated below e ’ s .

by Overmght Dehvery by placmg a true copy thereof enclosed i a sealed envelope with

" dehvery fees pa1d or provided. for in’ a des1gna‘ced aré for outgomg overmght ‘mail, addressed

5 'sét forth below. Tn the ordmary course of business mail placed in'that des1gnated area is
p1elced up that sume day for'felivery ths followmg ‘business day

ByF acsimile; I caused a true facsimile thereof to be electromeally nansmltted to the parties

stated below by using ‘their facsimile number indicated abo¥ve.- Said transmission was
suported as complete and without error. A copy of the nansmlssmn report is attached to this

proof of service.

is true and correct, and that this

ento, California.

/\]pm/f

120



RECEIVED

OCT 2 0 2003

COMMISSION ON

STATE MANDATES
PUBLIC HEARING

COMMISSION ON STATE MANDATES

ORIGINAL

--000- -

TIME : 9:33 a.m.
DATE: Thursday, September 25, 2003
PLACE: Commission on State Mandates

State Capitol, Room 126
Sacramento, California

--000- -
REPORTER'S5 TRANSCRIPT OF PROCEEDINGS

--000- -

Reported By: DANIEL F, TELDHAUS, CSR #4949, RDR, CaR




-948-

Commission on State Mandates - September 25, 2003

APPEARAMANCES

COMMISSTIONERS PRESENT

SHELLEY MATEQ, Chair
Representative of
STEVE PEACE, Director
State Department of Finance

WALTER BARNES
Representative of
STEVE WESTLY
‘State Controller

JOHN LAZAR
City Council Member
City of Turlock

DAVID ROSEBNERG
Supervisor
Yolo County Board of Supervisors

BRUCE VANHOUTEN
Representative of
PHILIP ANGELIDES
S8tate Treasurer

SHERRY WILLIAMS
Representative of
©~ STEVEN A. NISSEN, Director
State Office of Planning and Research

COMMISSION STAFF PRESENT

PAULA HIGASHI
Executive Director

PAUL M. STARKEY
Chief Legal Counsel

CATHERINE M. CRUZ
Program Analyst

SHIRLEY OPIE
Agnigtant Executive Director

Vine, McKinnon & Hall (916) 371-3374



Commission on State Mandates - September 25, 2003

INDEZX
Proceedings Page
IV. Hearings and Decisions, Pursuant to California
Code of Regulations, Title 2, Chapter 2.5,
Article 7 continued
F. Proposed Statement of Decision: Incorrect
Reduction Claim
Ttem 11* Graduation Reguirements -
Remodeling Costsg
01-4435-I-43
Paso Robles Joint Unified School
District B A
V. Informational Hearing, Pursuant to California

Code of Regulations, Title 2, Chapter 2.5,
Article 8

A. Adoption of Proposed Parameters and Guidelines

Item 12* Mandate Reimbursement Process
CSM-4485 e e e e e e e e e e 13

Item 13 Administrative Licenge 3Suspension
98-TC-16
City of Newport Beach . . . Fostponed

Item 14* Pupil Promotion and Retenticn
98-TC-19
San Diego Unified School District 13

Item 15* Redevelopment Agencies - Tax
Disbursement Reporting
99-TC-06
County »f Los Angeles

[N
i)

Item 16 Charter Schools TII
99-TC-03
Log Angelesgs County Office cof
BEducation and San Diego Unified
School Distriect . . . . . . . . . 91

VR et T T g

s — TRV

Vine, McKinson & Hall *(916) 3713375

 _949-



-950- -

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Commission on State Mandates - September 25, 2003

[pointing to Ms. Higashi].

I'm pleased to see in the audience some of the faces
that I dealt with a decade ago. But you're going to need
to be patient with me today. It has been a long time.

So if I take a wrong turn here anywhere on protocol, let
me know. I would appreciate it.

So, Paula, that takes us to our first item.

MS. HIGASHI: The first item, which is Item 1,
approval of minutes of our last hearing on July 31st.

CHAIR MATEOC: Do we have any questions or comments?

MEMBER WILLIAMS: No.

CHATIR MATEO: No?

Do we have a motion?

MEMBER ROSENBERG: I'll move the minutes.

MEMBER WILLIAMS: Second.

CHAIR MATEO: I have a motion and a second.

All in favor.

(A chorus of m"ayes" was heard.)
MEMBER VANHOUTEN: And for the record, I abstain.
CHAIR MATEO: We have one abstention.
" That motion passes. .

MS. HIGASHI: Thig brings us to the proposed consent
.calendar. All of you should have before you a green
sheect, which lists the items on. the consent calendar.

For the record, I'll read them: Item 6, Item 9, Item 10,

Vine, McKinnion & Hall (916) 371-3376
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Item 11, Item 12, Item 14, Item 15.

MEMBER LAZAR: I move adoption.

CHAIR MATEO: Move adoption?’

MEMBER WILLIAMS: So moved.

MEMBER ROSENBERG: I'd like to discuss Items 6, 9,
10, 11, 12, 14 -- I'm kidding, actually.

[Laughter]

CHAIR MATEO: 1It's okay.

MEMBER ROSENBERG: You were ready for that.

MS. HIGASHI: We were ready.

CHAIR MATEO: Paula, you didn't warn me about this.

QOkay, I have a motion and a second on the consent
calendar.

All in favor?

(A chorus of "ayes" was heard.)
" CHAIR MATEO: Do we do voice votes on thése?

MS. HIGASHI: We havé in the past, especially if
it's unanimous.

CHAIR MATEO: Okay. 8o that motion passes.

8. HIGASHI: ' This brings us to Item 2. And just
for the record, this iz a standing agenda item, which
relates to executive director appeals. There are no
appeals to be heard today. So we can move forward to’the
hearing portion.of:the meating.

And, as we typically do at our hearings, we haves a

© s o-Vine, McKinnon. & Hall (916) 371-3376 _951-
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MINUTES

COMMISSION ON STATE MANDATES

State Capitol, Room 126
Sacramento, California
September 25, 2003

Present: Chairperson Shelley Mateo
Representative of the Director of the Department of Finance
Member Bruce Van Houten
Representative of the State Treasurer
Member Sherry Williams ,
Representative of the Director of the Office of Planning and Research
Member Walter Barnes
Representative of the State Controller
Member John Lazar
City Council Member
Member David Rosenberg
County Supervisor

Vacant: Public Member
CALL TO ORDER AND ROLL CALL
Chairperson Mateo called the meeting to order at 9:33 a.m.
Chairperson Mateo introduced herself.
APPROVAL OF MINUTES
Item 1 July 31, 2003

Upon motion by Member Rosenberg and second by Member Williams, the minutes were
adopted. Member Van Houten abstained.

PROPOSED CONSENT CALENDAR

HEARINGS AND DECISIONS, PURSUANT TO CALiFORNIA CODE OF REGULATIONS,
TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

PROPOSED STATEMENTS OF DECISION — TEST CLAIMS

Item 6 Postmortem Examinations: Unidentified Bodies, Human Remains, 00-TC-18
County of Los Angeles, Claimant ;
Government Code Sections 27521 & 27521.1
Health and Safety Code Section 102870
Penal Code Section 14202
Statutes 2000, Chapter 284 (SB 1736)
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COURT ORDERS TO SET ASIDE PRIOR STATEMENTS OF DECISION
PURSUANT TO GOVERNMENT CODE SECTION 17559, SUBDIVISION (b).

Item 9 Standardized Emergency Management System (SEMS), CSM 4506
Government Code Section 8607
Statutes 1992, Chapter 1069 (SB 1841)
California Code of Regulations, Title 19, Sections 2400-2450
Adopted on May 25, 2000, and remanded by County of Los Angeles, Superior
Court of California, Case No. BS069611 (County of San Bernardino v.
Commission on State Mandates)

Item 10 School Site Councils and Brown Act Reform, CSM 4501 and
Portions of CSM 4469
Government Code Section 54952 and Education Code Section 35147
Statutes 1993, Chapter 1138 (SB 1140); Statutes 1994, Chapter 239 (SB 355)
Adopted on April 27, 2000, and remanded by County of Sacramento, Superior
Court of California, Case No. 00CS00866, pursuant to the opinion of the
California Supreme Court, Department of Finance v. Commission on State
Mandates, et al (2003) 30 Cal.4th 727.

PROPOSED STATEMENT OF DECISION — INCORRECT REDUCTION CLAIM

Item 11 Graduation Requirements — Remodeling Costs, 01-4435-1-43
Paso Robles Joint Unified School District, Claimant
Education Code Section 51225.3
Statutes 1983, Chapter 498 (SB 813)

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

Item 12 Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486 (AB 1375)
Statutes 1984, Chapter 1459 (SB 2337)
Statutes 2003, Chapter 157 (Budget Act of 2003)

Item 14  Pupil Promotion and Retention, 98-TC-19
San Diego Unified School District, Claimant
Education Code Sections 37252, 37252.5, 48070 and 48070.5
Statutes of 1998, Chapters 742 and 743, et al. (AB 1626 and AB 1639)

Item 15  Redevelopment Agencies — Tax Disbursement Reporting, 99-TC-06
County of Los Angeles, Claimant ’
Health and Safety Code Section 33672.7
- Statutes 1998, Chapter 39 (SB 258)

Member Lazar moved for adoption of the consent calendar, which consisted of items 6, 9, 10, 11,

12, 14, and 15. With a second by Member Williams, the consent calendar was unanimously
adopted.
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HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

APPEAL OF EXECUTIVE DIRECTOR DECISIONS PURSUANT TO CALIFORNIA
CODE OF REGULATIONS, TITLE 2, SECTION 1181, SUBDIVISION (c)

Item 2 Staff Report
Paula Higashi, Executive Director, reported that no appeals were filed.

The parties and witnesses participating in the hearing of the agenda items were sworn.
[At this time, Member Barnes entered the hearing room.]
TEST CLAIM

Item 3 Standardized Account Code Structure, 97-TC-17, 02-TC-14
Brentwood Union School District, Claimant ‘
Statutes 1993, Chapter 237 et al. (SB 94)

- PROPOSED STATEMENT OF DECISION - TEST CLAIM

Item 7 Standardized Account Code Structure, 97-TC-17, 02-TC-14
Brentwood Union School District, Claimant
(See code sections and statutes in Item 3)

Items 3 and 7 were withdrawn by the claimant.
TEST CLAIM

Item 4 Peace Officer Personnel Records: Unfounded Complaints and Discovery,
00-TC-24, 00-TC-25, 02-TC-07, 02-TC-08
Santa Monica Community College District, Claimant .
Evidence Code Sections 1043, 1044, 1045, 1046 and 1047
Penal Code Sections 832.5, 832.7 and 832.8
Statutes 1978, Chapter 630 (SB 1436); Statutes 1982, Chapter 946 (SB
1065); Statutes 1985, Chapter 539 (AB 1112); Statutes 1988, Chapter 685
(SB 1027); Statutes 1989, Chapters 615 (AB 2222) and 693 (SB 859)
Statutes 1994, Chapter 741 (SB 2058); Statutes 1996, Chapters 220 (SB
1839) and 1108 (AB 3434); Statutes 1998, Chapter 25 (AB 1016);
Statutes 2000, Chapter 971 (AB 2559); Statutes 2002, Chapter 63 (AB 1873)

Katherine Tokarski, Commission Counsel, presented this item. She noted that this item was
originally four test claims filed individually by a city, county, and a community college district
on legislation addressing the discovery of peace officer personnel records and citizen complaints
on peace officers. At the July hearing, the Commission adopted the staff analysis for the issues
specific to city and county claimants by a 5 — 1 vote. The issues specific to community college
districts were postponed to this hearing for testimony and vote._ .

Ms. Tokarski explained staff’s finding that pursuant to state law, the essential function of school
districts is to provide public education. Therefore, the statutory duties that follow from the
discretionary activities of providing their own police department do not impose a reimbursable
state mandate. Staff recommended that the Commission find that school districts are not eligible
claimants for the alleged test claim statutes.
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Parties were represented as follows: Keith Petersen, representing the Santa Monica Community
College District; and Susan Geanacou, for the Department of Finance.

Mr. Petersen asserted that the threshold issue was what was going to be reimbursed: either the
specific employees performing the mandate or the mandate itself. He stated that there was no
dispute that the activity to be reimbursed was new; however, the dispute was whether schools,
including community colleges, were going to be reimbursed for their costs associated with the
mandate. The Commission staff found such costs to be discretionary.

Mr. Petersen noted that the Commission had never before excluded any class of employee from
reimbursement, whereas in this case, staff was recommending the exclusion of peace officers.

He noted, as an exception to the general rule, the Commission found 12 years ago that the cost of
classroom teachers performing mandates during regular classroom hours was not reimbursable
since the school day was not extended. He argued that the decision was to not reimburse that
portion of the mandate occurring during the regular school day. Therefore, the focus in this case
should be whether the activity is reimbursable, not whether the person performing the activity is
reimbursable.

In addition, Mr. Petersen maintained that staff’s conclusion, which is that operating police
departments is not an essential governmental function of providing public education, contradicts
the definition in the County of Los Angeles and Carmel Valley cases. He argued that mandate
case law does not limit school district reimbursement to education items, but rather, school
districts provide public service like any other local agency. Mr. Petersen contended that while
all school districts do not employ peace officers, hence the term discretionary, this fact does not
exclude them from reimbursement. He stated that staff did not reference any law here or in the
analysis specific to cities and counties that makes peace officers compulsory, and thus, there was
no showing that peace officers were compulsory for cities and counties.

Further, Mr. Petersen argued that staff’s reliance on the Kern case [Department of Finance v.
Commission on State Mandates (2003)] was not an adequate basis to support its recommendation
to exclude peace officers from reimbursement because the case was based on a funding issue, not
a compulsion issue. He argued the test claim here does not involve a funding issue and there is
no requirement that peace officers be compelled.

Ms. Geanacou supported the staff analysis. She noted that the Kern case was relevant because
the decision did turn on the fact that the district’s participation in eight of the nine underlying
programs was discretionary. Here, participation in the underlying program of creating a police
department at a school district and community college was also discretionary.

Regarding Mr. Petersen’s statement that staff did not discuss whether cities and counties have a
law enforcement responsibility, Ms. Tokarski pointed out the distinction made in the staff
analysis, in which it was stated that school districts are not functioning within their educational
governmental capacity when operating police departments. In contrast, article XI, sections 1 and
5 of the California Constitution provides for the formation of cities and counties, whose primary
function is to provide law enforcement for the state’s residents.

Ms. Tokarski maintained that in this case, the underlying program was a discretionary activity of
forming police departments and employing peace officers. While it is good public policy, it was
not required, and therefore, it is not reimbursable for the activities alleged in the test claim.

Member Rosenberg stated that Mr. Petersen made a compelling argument. He asked staff to



address his point, by analogy, that the function and not who was performing the function should
be assessed in determining whether or not there was a mandate.

Assuming a situation where a vice-principal, a discretionary position, is responsible for
undertaking a new program, Ms. Tokarski submitted that if school districts must comply with
particular discipline procedures and vice-principals are responsible for performing those
activities, then the activities are reasonable and it does not matter who performs the activities.
The activities in this case only come about because the districts are employing peace officers,
which they do not need to do.

Member Rosenberg requested Mr. Petersen to comment. Mr. Petersen asserted that staff’s
position contradicted what the Commission had always done, such as in the Pupil Counseling
and Pupil Classroom Visits program. That mandate required school site personnel to respond to
requests from parents to visit the classroom and to discuss discipline issues, and the Commission
decided in that case that there was no distinction about who provided the services, just that the
services were provided. He added that the Commission had previously recognized that school
districts and community colleges did other things apart from public education, and thus, he
contended that the staff’s position in this case had no basis in fact or law. Instead, this was a
policy preference.

Mr. Petersen further stated that court cases made no distinction between the public safety
function of schools and cities and counties. Penal Code section 830.31 stated that peace officers
included community college police and school police. He reiterated that discretion was not the
issue. It was whether or not the activities are implemented.

Chairperson Mateo requested clarification as to the relevance of the discussion related to the
employees who performed the activities because the issue was the activity itself. Paul Starkey,
Chief Legal Counsel, clarified that the policy decision is set out in the Constitution, which vests
traditional police functions in the local agencies, compared with the specific Education Code
sections stating that the police function can be carried out through the school districts at their
discretion. This issue of discretion wags upheld in the recent Kern case decision, which he
believed gave clear direction that if a local agency can elect to make a policy decision, they do so
at their own discretion. He commented that while the Education Code allows it, it is not
required. Mr. Petersen disagreed.

Member Barnes felt staff’s analysis was on point. He stated his belief that the law was intended
to apply to a class of employees, which in this case would be all people categorized as police
officers.

Ms. Tokarski clarified that the activities were being imposed on the employer of the peace
officer rather than that class of employee. She explained that school districts did not have to
employ peace officers.

Mr, Petersen objected to staff’s position. He commented that the basic definitions in place for
the last 20 years have directed the Commission to decide to reimburse the acitivity, not the
person doing it. He stated that the Kern case was not relevant here because it said nothing about
compulsion, and the decision was based on a funding issue, which was not the case here.
Further, he maintained that there was no new issue because it was decided 12 years ago that,
with the exclusion of duties occurring in the classroom, the employee doing the work would be
reiinbursed, regardless of who performed the activity. :

i
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Member Williams made a motion to adopt the staff analysis, which was seconded by Member
Bames.

Member Rosenberg commented that Mr. Petersen made a very good policy argument; however,
the law was sorted out in the Constitution, which imposed a mandatory duty on the cities and
counties to provide law enforcement, but not on school districts.

Member Barnes requested clarification whether the Commission was voting on school districts,
K through 14. Ms. Tokarski confirmed.

The motion made by Member Williams carried unanimously.
PROPOSED STATEMENTS OF DECISION — TEST CLAIM

Item 8 Peace Officer Personnel Records: Unfounded Complaints and Discovery,
00-TC-24, 00-TC-25, 02-TC-07, 02-TC-08
City of Hayward, Santa Monica Community College District, and County of
San Mateo, Claimants (See code sections and statutes in Item 4)

Katherine Tokarski, Commission Counsel, presented this item. She stated that this proposed
Statement of Decision includes the material approved at the July hearing, as well as the vote
taken in the previous item.

Parties were represented as follows: Keith Petersen, representing the Santa Monica Community
College District; and Allan Burdick, for the City of Hayward and the County of San Mateo.

Chairperson Mateo and Member Rosenberg requested clarification as to the process taking place.
Ms. Higashi explained that normally, proposed Statements of Decision would be on the consent .
calendar. However, since the claims were heard separately, it allowed Mr. Petersen to comment.
She clarified that the Commission’s task was to simply determine whether the proposed
Statement of Decision reflected the Commission’s decision.

Mr. Petersen stated that the proposed Statement of Decision accurately reflected the
Commission’s decision, but he still disagreed with the decision.

Mr. Burdick did not disagree with the proposed decision. However, he commented that there
had been recent discussions about what Statements of Decision reflected. He noted that the
discussion of a number of items during the hearing were not necessarily included in the decision.
Therefore, he stated there should be discussion about what the Statement of Decision is intended
to do.

Member Rosenberg asked a question regarding voting on a decision. Ms. Higashi clarified that
members’ votes are reflected in the decision. She added that because of the switch to bimonthly
hearings, the proposed Statement of Decision was on the same agenda as the test claim to keep
items moving.

Member Lazar-made a motion to adopt the staff recommendation. With a second by Member
Bames, the motion carried unanimously.



RECONSIDERATION OF STATEMENT OF DECISION

Item 5 Crime Victims’ Domestic Violence Incident Reports, 99-TC-08
County of Los Angeles, Claimant
Penal Code Section 13730 and Family Code Section 6228
Statutes 1984, Chapter 1609 (SB 1472)
Statutes 1995, Chapter 965 (SB 132)
Statutes 1999, Chapter 1022 (AB 403)

Camille Shelton, Senior Commission Counsel, presented this item for reconsideration on the
Commission’s Statement of Decision issued in May 2003. She noted that the issue was limited
to whether storage of the report and face sheet, pursuant to Family Code section 6228,
subdivision (e), constitutes a new program or higher level of service for five years, as the
Commission found, or for three years. The staff analysis on reconsideration indicates that
existing Government Code statutes, which were not considered in the Statement of Decision,
require local agencies to keep all documents required by law for two years.

Ms. Shelton stated the claimant’s argument that the Government Code statutes were irrelevant
since there was no law prior to Family Code section 6228 that required local agencies to store
domestic violence incident reports in a readily accessible manner. Staff disagreed with the
claimant. Ms. Shelton maintained that the plain language of Family Code section 6228,
subdivision (e), does not address the manner of storage. Rather, it establishes the length of time
the documents must be kept by the local agency. Therefore, existing Government Code sections
26202 and 34090, which established the timing for the retention of all records required by law,
are relevant and apply to the test claim statute.

In addition, Ms. Shelton explained that the Commission had discretion to address the manner of
storage when establishing the reasonable means of complying with the mandate in the
parameters and guidelines. As stated in the staff analysis, staff recommended that the
Commission find that the Statement of Decision contains an error of law because Family Code
section 6228, subdivision (e), mandates a new program or higher level of service for storing the
domestic violence incident report and face sheets for three years instead of five. Staff further
recommended that the Commission amend the Statement of Decision to reflect the analysis of
the Government Code sections, and to change the five-year finding to three years.

Ms. Shelton stated that under the Commission’s regulations, a supermajority of five affirmative
votes was required to change a prior final decision.

Parties were represented as follows: Leonard Kaye, representing the County of Los Angeles; and
Sarah Mangum and Susan Geanacou, for the Department of Finance.

Mr. Kaye asserted that the issue was whether retention of documents was the same as storage of
documents. He argued that the Commission must continue to adhere to the specific terminology
found in the statute and. that prior law makes no reference to the storage of domestic violence
records. Therefore, he recommended that the Commission adopt a slightly modified version of
staff’s proposed language, as follows: “Storing domestic violence incident reports and face
sheets, including retaining such documents for only three years.”

Staff did not object to the recommended change because the law requires local agencies to keep
the documents in a manner that they are not destroyed. Thus, the change still preserves the
Commission’s discretion to determine the manner of storage in the parameters and guidelines.
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Ms. Geanacou requested clarification as to the material difference of the claimant’s proposal to
staff’s proposal. Mr. Kaye clarified that the claimant’s proposal provides more guidance in that
all the activities required under storage costs could be presented, including record retention.

Chairperson Mateo asked if the recommended change in any way abridges the Commission’s
limited reconsideration of this matter. Ms. Shelton said no.

Member Williams asked if the phrase “only three years” was restricting. Mr. Kaye stated that
the word ““only” could be deleted.

Member Rosenberg requested clarification as to the distinction between the words retention and
storage. Mr. Kaye explained that the statute requires that documents be made readily available;
otherwise there were penalties. Thus, he contended that retention of documents was a necessary
but not sufficient condition for performing the storage requirements under the test claim
legislation. He added that storage may require transforming documents into a certain software or
optically readable form, which has nothing to do with the duration of how long documents are
kept. On the other hand, retention can mean failing to destroy. He maintained that his baseline
distinction was the fact that irrespective of whether one activity was subsumed by another, the
statutory language was different. Thus, he was trying to be liberal in terms of the language since
prior law used the term retention, whereas current law uses the term storage. He added that the
extent to which it should be more or less was a parameters and guidelines issue.

Member Rosenberg asked staff which term was the more appropriate word to use: retention or
storage. Ms. Shelton stated that legally, local agencies were required to both store and retain
documents. She reiterated that the manner of storage can be addressed in the parameters and
guidelines.

Chairperson Mateo expressed hesitancy regarding the claimant’s proposed change because it
could retread a prior Commission decision.

Mr. Starkey noted that the original request used the term “store,” which was used in the
Statement of Decision. However he maintained that at this point in time, the focus was on the
period of time that documents must be kept, not the possible interpretations of the word
“storage.”

Member Van Houten agreed with Mr. Starkey. However, he indicated that the claimant’s
testimony made him uncomfoitable because it sounded like there was a higher.level of custody
associated with the claimant’s proposed change.

Mr. Kaye reiterated that he was merely trying to clarify the language. He asserted that the statute
requires the documents be made readily available, and thus, retention of documents was not
synonymous with storage requirements.

Chairperson Mateo commented that the change had the potential for redefining the previous
decision beyond what was really before the Commission here.

Member Barnes agreed that the manner of storage issue would be better dealt with during
development of the parameters and guidelines. His concern was whether the Statement of
Decision should reflect the total five years that documents must be kept.

Ms. Shelton explained that the Statement of Decision must find what exactly is the new program
or higher level of service. Leaving five years in the decision would allow claimants to be
reimbursed for five years instead of the three years. However, she noted that the Commission



may clarify the language to indicate that storage costs are reimbursable for three years. following
the initial two years. Member Barnes agreed.

Mr. Kaye believed that the clarification was not supported by any matter litigated before the
Commission.

Ms. Shelton restated staff’s recommendations, noting that the proposed Statement of Decision
addressed Member Barnes’ concern. She maintained that because prior law required the
documents to be kept for two years, that is the initial period. The following three years was the
higher level of service. Mr. Kaye argued that this was not found in writing.

Member Barnes stated his point of view that the three-year requirement was on top of the two
years. Therefore, he made a motion to find an error of law and to adopt staff’s recommendation
as revised: “Storing domestic violence incident reports and face sheets for three years following
the two-year period required under prior law.”

Member Rosenberg seconded the motion, but withdrew it after the motion was clarified. He
stated that he was not prepared to support the added language because he did not know whether
the new requirements of the mandate actually imposed greater requirements of storage or
retention over the prior law requirements for the first two years.

Member Van Houten seconded Member Barnes’ motion. The motion failed 4 — 2, with Member
Rosenberg and Member Williams voting “No.”

Member Rosenberg made a motion to find that the Statement of Decision contained an error of
law. With a second by Member Williams, the motion carried unanimously.

Member Rosenberg made a motion that was seconded by Member Lazar to adopt staff’s
proposed Statement of Decision with no revisions. ~

Member Barnes requested clarification on the motion, which Member Rosenberg provided.
Member Barnes again raised the issue of possibly reflecting the total five years that documents
must be kept.

Mr. Starkey explained that the original decision reflected a new program or higher level of
service for five years. Staff overlooked a prior law requirement that the documents be stored for
two years. Therefore, the intent of the recon51deratlon was to correct that error of law, which the
Commission had just found. LI

Ms. Shelton maintained that when ruling on a Statement of Decision, the courts have instructed
the Commission not to apply equity standards or define what is necessary to comply with the
mandate. The Commission should only look at the plain language of the statute, in this instance,
regarding the time element, not the manner of storage. She reiterated that the manner of storage
can be addressed in the parameters and guldehnes phase.

Member Rosenberg restated his motion to adopt staff’s proposed Statement of Decision with no
revisions. The motion carried unanimously.

[At this time, a short break was tak-en.]

Section 1188.4, subdivision (g)(2), of the Commiission’s regulations requlreb five affirmative
votes to change a prior final decision. '
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INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES

Jtem 13

Administrative License Suspension, 98-TC-16
City of Newport Beach, Claimant

Vehicle Code Sections 13202, 13202.3, 13352, 13353, 13353.1, 13353.2,
13353.3, 13353.4, 13353.6, 13354, 13551, 13557, 13558, 13559, 14100,
14905, 14907, 23136, 23137, 23138, 23139, 23140, 23157, 23158.2, 23158.5

As Added or Amended by Statutes 1989, Chapter 1460 (SB 1623)
Statutes 1990, Chapter 431 (SB 1150)

Statutes 1992, Chapter 1281 (AB 3580)
Statutes 1993, Chapters 899 and 1244 (SB 126)
Statutes 1994, Chapter 938 (SB 1295), and
Statutes 1997, Chapter 5 (AB 74)

Item 13 was postponed by the claimant,

Jtem 16

Charter Schools II, 99-TC-03

Los Angeles County Office of Education and

San Diego Unified School District, Claimants

Education Code Sections 47605, Subdivisions (j)(1) and (k)(3),
47605.5, 47607, and 47614

Statutes 1998, Chapters 34 and 673 (AB 544 and AB 2417)

PROPOSED AMENDMENTS TO CONSOLIDATE PARAMETERS AND

GUIDELINES
Ttem 17

Consolidation of Charter Schools I, CSM-4437
Education Code Section 47605, Subdivision (b), and former
Subdivisions (§)(1), (G)(2), and (G)(3)
Education Code Section 47607, Subdivisions (a) and (b)
Statutes 1992, Chapter 781 (SB 1448)
and
Charter Schools II, 99-TC-03
Los Angeles County Office of Education and
San Diego Unified School District, Claimants
(See code sections and statutes for Item 16)

Cathy Cruz, Program Analyst, presented items 16 and 17. She explained that item 16 included a
provision that required claimants to re-file reimbursement claims for the original Charter
Schools program for fiscal years 1998-1999 through 2002-2003. This provision was included
because of changes in the law that: 1) established a fee authority that school districts or county
offices of education must use to offset any claimed reimbursement for the costs of charter school
supervisorial oversight under the existing Charter Schools program, and 2) replaced the activity
related to the petition appeals process in the existing Charter Schools program.

However, staff finds that direction to re-file reimbursement claims reside with the State

Controller’s Office. Government Code section 17558, subdivision (a), requires the Commission
to submit adopted parameters and guidelines to the Controller, who shall pay and audit the
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reimbursement claims. Subdivision (b) of this section requires the Controller to issue claiming
instructions after receiving the parameters and guidelines to assist local agencies and school
districts in claiming costs,

Ms. Cruz noted that an errata sheet was before the Commission, which proposes that the
effective date of the reimbursement period for item 17, the proposed consolidation of the
parameters and guidelines, be changed from fiscal year 2003-2004 to January 1, 1999, the
effective date of the Charter Schools II test claim legislation. With this modification, she stated
that item 16 was no longer necessary, and therefore, staff withdrew item 16 for consideration and
vote. Staff recommended that the Commission only adopt item 17, the proposed consolidated
parameters and guidelines, but with the reimbursement period beginning January 1, 1999, and
that staff be authorized to make any non-substantive, technical corrections to the parameters and
guidelines following the hearing,.

Parties were represented as follows: Art Palkowitz, representing the San Diego Unified School
District; and Shawn Silva, with the State Controller’s Office.

Mr. Silva requested that the item be continued to the next hearing to allow the Controller’s
Office the opportunity to research the issue of re-filing claims.

Mr. Palkowitz commented that procedurally, there was a code section or regulation that states
that school districts cannot go back after one year to amend claims. In addition, he stated that
school districts do not maintain records for an indefinite period of time. Regarding the request to
continue, he argued that this claim was filed in 1998 and these issues should have been addressed
earlier. Therefore, he felt it was inappropriate to grant the continuance.

Member Barnes indicated that he did not favor postponements. However, the issues arising from
the changes made by staff raise questions that need to be looked into. He stated that the
Controller’s Office had no problem with the matters being consolidated, and no problem with
staff withdrawing item 16. He just felt that they needed time to make sure that the Controller
will have the ability to deal with possible erroneous claims.

Member Rosenberg and Chairperson Mateo did not object to the request for continuance.

Member Barnes made a motion to grant the continuance. With a second by Member Williams,
the motion carried unanimously.

Member Barnes clarified that his motion concerned only item 17, and that he had no interest in
item 16 coming before the Commission at the next hearing.

PROPOSED AMENDMENTS TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, DIVISION 2, CHAPTER 2.5.

Item 18  Adoption of Proposed Amendments to Sections 1181.1, 1183.01, 1183.3,
and Proposed New Section 1189.11.

Shirley Opie, Assistant Executive Director, presented this item. She noted that the purpose of
the rulemaking was to incorporate the current methodology for developing statewide cost -
estimates into the Commission’s regulations and to include changes to the conflict of interest
code that require designated filers to complete ethics training. '

Member Rosenberg requested confirmation that a member of the Commiission who has completed
ethics training pursuant to another position has met the requirement. Ms. Opie confirmed.
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Member Bames commented that he had no problem with the ethics training and orientation
requirement. However, he believed that the Commission should wait for the Bureau of State
Audits report to be released, later on that day in draft form, before incorporating procedures for
developing statewide cost estimates. He expected that the report would contain specific
recommendations for how to compute and develop the estimates.

Ms. Opie stated that the change in the regulations came out of the last report from the Bureau of
State Audits on the School Bus Safety audit. That report recommended that the Commission
incorporate the methodology for adopting statewide cost estimates. Her understanding from
preliminary discussions with the Bureau was that their issues were more about the points and
times rather than the calculation of estimates. She did not feel that their recommendations would
have any material effect on the current proposal.

Ms. Higashi stated her concern that the Commission already filed the final report for the School
Bus Safety II audit, which indicated that this rulemaking was in progress to incorporate the
Bureau of State Audits’ proposed changes.

Member Bames stated that the reason for the delay is to deal with additional recommendations.
He reiterated his expectation of the report.

Chairperson Mateo asked if there was any harm in moving forward now with the ethics portion
and preparing another package for the Bureau’s recommendations. Ms. Higashi said no because
the recommendations were not yet known.

Allan Burdick, on behalf of the California State Association of Counties, agreed with Member
Barnes. He added that he would like to see the proposed methodology as an alternative, but not
the sole method for determining how statewide cost estimates are adopted.

Ms. Opie responded that the regulation, as written, preserved that flexibility.

Mr. Burdick noted that it was not always in the best interest of the state to move forward quicker.
He asserted that if the intent was to complete the process within the prescribed statutory scheme,
other alternatives should be explored.

Member Bames recommended that the Commission proceed with the ethics portion of the
proposed regulations and postpone consideration of the statewide cost estimate portion until the
next meeting. Member Rosenberg agreed. Ms. Opie reminded the Commission that such an
action would require staff to re-notice the regulations because it was a substantial change.

Therefore, Member Bammes moved to continue the entire matter. With a second by Member
Rosenberg, the motion carried unanimously.

STAFF REPORTS

Item 19 Chief Legal Counsel’s Report
Recent Decisions, Litigation Calendar

Mr. Starkey reported the following:

e New Filings. There were no new filings other than the Animal Adoption case, which was
~ referenced in the report.
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Recent Decisions. The decision in the County of Los Angeles case was now final. Since
it was a published decision, he stated that the case would be referenced in future
Commission recommendations, as appropriate, as guidance from the court.

Litigation Calendar. Two matters have been heard. First, the Eastview Optional
Attendance Area case, which was in the Sacramento Superior Court, was heard in
September and was decided in favor of upholding the Commission’s decision. Second,
the decision in the County of San Diego MIA case overturned the Commission’s decision.
There will be further reporting back to the Commission regarding next steps.

Item 20 Executive Director’s Report
Budget, Workload, Legislation

Ms. Higashi noted the following:

Workload. There is a record number of 121 test claims on file with the Commission.
Among them are 14 claims that could be consolidated for purposes of substantive
analysis since the same statutes or code sections are pled.

Budget. This year’s Budget Act appropriated $1.3 million for the Commission’s
operating expenses. This appropriation is subject to control section 4.10, which
authorizes the Director of Finance to make additional budget reductions. The
Commission’s budget was subsequently reduced by $195,300. A request to modify the
adjustment was approved, but this was still confidential information since it has not yet

.been disclosed.

Regarding the 2004-2005 budget, a budget letter was issued directing state agencies to
submit a permanent 20 percent reduction plan to the Department of Finance. This
reduction plan was to be based on the amount in the final 2003-2004 Budget Act before
any control section reductions were taken. In addition, it applies to each agency, and the

Commission, not being under a super agency, was expected to take the full 20 percent. A

request to be excluded from this base was denied. Therefore, staff continues to work on
determining whether any statutory or constitutional changes should be proposed that are
necessary to support the budget proposal.

Member Rosenberg commented that a 20 percent reduction was significant for such a
small agency. There was further discussion regarding the Department of Finance’s
budget letter. Chairperson Mateo stated that this was still all part of the planning process.

Assembly Special Committee on State Mandates. At the end of the session, it was
believed that the committee would sponsor legislation. Four bills have been drafted to
carry out and implement the committee’s recommendations. The committee plans to
reconvene in January.

Some of the issues raised have already been discussed at the staff level, including:

o The Commission’s jurisdiction to reconsider pricr decisions to respond to
changes in the law and new court decisions;

o Rethinking procedures related to parameters and guidelines and statewide cost
estimates;

o Establishing a cost recovery or fee authority for the Commission;

13.
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o Examining the State Mandates Claims Fund; and

o Reports to the Legislature.

e Future Hearing Agendas. The November agenda was still tentative.

Member Rosenberg noted that the scheduled November hearing was the same week as
the County Supervisors meeting. He asked if it could possibly be changed. Chairperson
Mateo did not object. Ms. Higashi stated that she would check with each member to find
out which dates were available.

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE SECTIONS
11126 and 17526.

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matters pursuant to Government Code
section 11126, subdivision (e)(1):

1. County of San Diego v. Commission on State Mandates, et al., Case Number
D039471, in the Appellate Court of the State of California, Fourth Appellate District,
Division 1. CSM Case No. 01-L-16 [Sar Diego MIA]

2. County of Los Angeles v. Commission on State Mandates, et al., Case Number
B156870, in the Appellate Court of the State of California, Second Appellate District.
CSM Case No. 01-L-17 [Domestic Violence]

3. County of San Bernardino v. Commission on State Mandates, et al., Case Number
BS069611, in the Appellate Court of the State of California, Second Appellate
District. CSM Case No. 01-L-18 [SEMS]

4. State of California, Department of Finance v. Com;nission on State Mandates, et al.,
Case Number 02CS00994, in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 02-L-01 [School Bus Safety II]

5. San Diego Unified School District v. Commission on State Mandates, et al., Case
Number S109125, in the Supreme Court of the State of California.
CSM Case No. 02-L-02 [Pupil Expulsions]

6. County of San Bernardino v. Commission on State Mandates of the State of
California, et al., Case Number B163801, in the Appellate Court of the State of
California, Second Appellate District.

CSM Case No. 02-L-04 [Property Tax Administration]

7. San Diego Unified School District and San Juan Unified School District v.
Commission on State Mandates, et al., Case Number C044162, in the Appellate Court
of the State of California, Third Appellate District.

CSM Case No. 02-L-05 [Physical Performance Tests]

8. Palos Verdes Peninsula Unified School District v. Commission on State Mandates,
et al., Case Number 03CS00897, in the Superior Court of the State of California,
County of Sacramento. CSM Case No. 02-L-06. [Eastview Optional Attendance Area]
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9. State of California, Department of Finance v. Commission on State Mandates, et al.,
Case Number 03CS01069 in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-L-01. [Animal Adoption]

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2):

o Based on existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (€)(2)(B)(i).)

PERSONNEL

To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a), and 17526.

Discussion and action, if appropriate, on report from the Personnel Sub-Committee.

Hearing no further comments, Chairperson Mateo adjourned into closed executive session
pursuant to Government Code section 11126, subdivision (e), to confer with and receive advice
from legal counsel for consideration and action, as necessary and appropriate, upon the pending
litigation listed on the published notice and agenda; and Government Code sections 11126,
subdivision (a), and 17526, to confer on personnel matters listed on the published notice and
agenda.

REPORT FROM CLOSED EXECUTIVE SESSION

Chairperson Mateo reported that the Commission met in closed executive session pursuant to
Government Code section 11126, subdivision (e), to confer with and receive advice from legal
counsel for consideration and action, as necessary and appropriate, upon the pending litigation
listed on the published notice and agenda; and Government Code sections 11126, subdivision (a),
and 17526, to confer on personnel matters listed on the published notice and agenda.

ADJOURNMENT

Hearing no further business, and upon motion by Member Williams and second by Member
Rosenberg, Chairperson Mateo adjourned the meeting at 12:38 p.m.

PAULA HIGASH
Executive Director
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STATE OF CALIFORNIA GRAY DAVI(S, Govarnor

COMMISSION ON STATE MANDATES

980 NINTH STREET, SUITE 300
SACRAMENTO, CA 95814
PHONE: (916) 323-3562

FAX: (816) 445-0278

E-mall: esminfo@csm.ca.gov

September 26, 2003
Mr. Mike Havey, Bureau Chief
State Controller’s Office
Division of Accounting & Reporting
3301 C Street, Suite 500
Sacramento, CA 95816
And Affected State Agencies and Interested Parties (see enclosed mailing list)
RE: Amended Parameters and Guidelines
Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459
Statutes 2003, Chapter 157 (Budget Act of 2003)

Dear Mr. Havey:

On September 25, 2003, the Commission on State Mandates adopted the enclosed amended
parameters and guidelines.

If you have any questions, please contact Nancy Patton at (916) 323-8217.

. Sincerely,

PAULA HIGASHI
Executive Director

Enclosure

JAMANDATES\csm4000\4485\20031092503adoptpgtms.doc -069-
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BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE AMENDMENT TO PARAMETERS
AND GUIDELINES ON:

Statutes 1975, Chapter 486; Statutes 1984,
Chapter 1459; and Statutes 2003, Chapter 157
(Budget Act of 2003).

No. CSM-4485

Mandate Reimbursement Process

ADOPTION OF AMENDMENT TO
PARAMETERS AND GUIDELINES
PURSUANT TO GOVERNMENT CODE
SECTION 17557 AND TITLE 2,

CALIFORNIA CODE OF REGULATIONS,

SECTIONS 1183.2 AND 1185.3.

(Adopted on September 25, 2003)

AMENDED PARAMETERS AND GUIDELINES

On September 25, 2003, the Comrmission on State Mandates adopted the attached

Amended Parameters and Guidelines.

%WMU

PAULA HIGASHI, Exe ive Director

7T-26-03

Date
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Amended Parameters and Guidelines

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
Statutes 2003, Chapter 1577 (Budget Act of 2003)

- Mandate Reimbursement Process

[For fiscal year 2003-2004, these parameters and guidelines are amended pursuant to the
requirements of: provision 8 of Itern 0840- 001-0001, and provxs1on 1of Item 8885-001- OOOl of
the Budget Act of 2003 to include Appendix A.]

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1995
Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted: October 25, 2001
Ninth Amendment Adopted: February 27, 2003
Tenth Amendment Adopted; September 25, 2003

1 Mandate Reimbursement Process (CSM 4485)
September 25, 2003
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L SUMMARY OF THE MANDATE
Statutes 1975, chapter 486, established the Board of Control's authority to hear and make

‘determinations on claims submitted by local governments that allege costs mandated by the state.

In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller's
Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments.

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandate cost claims. This law established
the "sole and exclusive procedure" by which a local agency or school district is allowed to claim
reimbursement as required by article XIII B, section 6 of the California Constitution for state
mandates under Government Code section 17552.

Together these laws establish the process by which local agencies receive relmbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes 1984, chapter
1459. Specifically, the Commission found that these two statutes imposed a new program by
requiring local governments to file claims in order to establish the existence of a mandated
program as well as to obtain reimbursement for the costs of mandated programs.

II. ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 17518, or school district as defined in
Government Code section 17519, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
subdivision (b).

(b) A local agency or school district may, by January 15 followmg the fiscal year in which
costs are incurred, file an annual reimbursement claim that'details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

2 Mandate Reimbursement Process (CSM 4485)
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Reimbursable actual costs for one fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561 (d)(1), all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the issuance of the State Controller’s claiming instructions. If the total costs
for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed, except as
otherwise allowed by Government Code section 17564. a

IV. REIN[BURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any ﬁscal year only actual costs may be
claimed. Actual costs are those costs actually incéurred to 1mplement the mandated act1v1t1es ‘
Actual costs must be traceable and supported by source documerits that show the validity of such
costs, when they were mcurred and their relationship to the re1rnbursable activities. A source
documert is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets cost
allocation reports. (system generated), purchase orders, contracts, .agendas, training packets and
declarations, Declarations must include a certification or declarat1on stating, “T certify (or
declare) under penalty of perjury under the laws of the State of Cahforma that the foregoing is
true and correct, *, and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requirements. However, corroborating documents cannot be substituted for source documents.
The claimant is only allowed to claim and be reimbursed for inctedsed costs for reimbursable
activities identified below. Increased cost is limited to the cost of ah activity that the claimant is
required to incur as a result of the mandate:. ' : ~

For each eligible claimant, the following activities are reimbursable: .
A. Scope of Mandate |

Local agencies and school districts filing successful test claims and relmbursement clauns
incur state-mandated costs. The purpose of this test claim is to establish that local
governments cannot be made financially whole unless all state mandated costs -- both diréct
and indirect -- are reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the implementation of state-imposed mandates, all
resulting costs are recoverable.

B. Reimbursable Activities
1. Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test claims,
developing paramieters and guidelines, collecting cost data, and helping with the drafting of
required claiming instructions. The costs of all successful test claims are reimbursable.

iy 3 Mandate Reimbursement Process (CSM 4485)
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V.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

2. Re1mbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts. Allowable costs include, but are not limited to, the following: salaries
and benefits, service and supplies, contracted services, training, and indirect costs.

Incorrect Reduction Claims are cons1dered to be an element of the ren:nbursement process.
Rennbursable activities for successful incorrect reduction claims include the. appearance of
necessary representatives before the Commission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful re1mbursement claims.

3. Training
a. Classes

Include the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific relmbursable mardates. Such costs
include, but are not limited to, salaries and benefits, transportat1on reg1strat1on fees, per
diem, and related costs incurred because of this mandate. (One- t1me activity per
employee )

b. Commission Workshops

Participation in workshops convened by the Commissionis reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem, This
“does not include reimbursement for participation in rulemaking proceedings.

CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement clan‘n must be ﬁled in a timely manner.

A. Direct Cost Reportmg

Direct costs are those costs incurred specifically for the reimbursable activities. The
following direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours).
Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.

2. Materials and Supplies ‘

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
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deducting discounts, rebates, and allowances received by the claimant. Supplies that are. -
withdrawn from inventory shall be.charged on an appropriate and recognized method of.. -
costing, consistently applied. -

3, Contract Services

Report the name of the contractor and services performed to implement the reimbursable
activities,” Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the
contract is a fixed price, report the dates when services were performed and itemize all costs
for those services.

4. Fixed Assets and Equipment

Report the purchase price paid for ﬁxed assets and equlpment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for*pUrposes
other than the reimbursable activities, only-the pro-rata portion of the purchase price used to
implement the reimbursable, activities can be claimed. ‘

5. T ravel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of t1ave1 destination point, the specific relmbursable activity requiring
travel .and related travel expenses reimbursed to the employee in compliance with the rules
of the local jurisdiction. Report employeg travel time according to the rules of cost element
Al, Salanes and Beneﬁts for each apphcable re1mbursab1e activity.

6. Trammg

Report the cost of training an employee to perform the re1mbursab1e activities, as specified in
Section IV of this document. Report the name and-job classification-of each employee
preparing for, attending, and/or condueting training necessary to implement the reimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session); dates attended, and location. Ifthe ttaining encompasses subjects broader than the
reimbursable activities; only the pro-rata portion can be claimed. Report employee training
time for each applicable reimbursable activity according to the rules of cost element A.1,
Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of consultants who
conduct the training according to the rules of cost element A.3, Contracted Services.

. Indirect Cost Reporting |

1. Local Agencies

Indlrect costs are costs that are incurred for a common or joint purpoge, beneﬁtmg more than
one program, and are not dlrectly assignable to a particular department or program without
efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead
costs of the 1init performing the mandate; and (2) the costs of the ceritral government services
distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.
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Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indirect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and descnbed in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMZB A-87 Attachments A
and B), However, unallowable costs must be included in the direct costs if they represent

‘activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expendltures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salarles and
wages, or (3) another base whlch results in an equitable d1stnbut1on

In calculating an ICRP, the Claimant shall have the choice of one of the followmg
methodologies:

a. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable’ credits) by an equitable- distribution base.
The result of this process is an indirect cost raté which is used to distributé indirect
costs to mandates. The rate should be expressed as a percentage which the' total
amount allowable indirect costs ‘bears to the base selected or "

b. The allocation of allowable 1nd1rect costs (as deﬁned and described in OMZB Clrcular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or -
section’s total costs for the base period as either direct or indirect, and (2) dividing the
total allowable indirect costs (net of applicable credits) by an equitable distribution

‘base. The result of this process is an indirect cost rate that is used to distribute
- indirect costs to mandates. The rate should be expressed as a.percentage which the
total amount allowable mdu'ect costs bears to the base selected.

2. School Dlstncts

Indirect costs are costs that have been incurred for common or joint purposes These costs
benefit more than one cost objective and cannot be readily identified with a particular final
cost objective without effort disproportionate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost incurréd for the same purpose, in 11ke c1rcumstances has been
clauned as a direct cost.

Indirect costs include: (a) the indirect costs orlgmatmg in each department or agency of'the
governmental unit carrying out state mandated programs, and (b) the costs of central
governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.
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School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisionally approved by the Cahfornla Department of Education.

3. County Offices of Educatlon

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Departmient of Education.

4. Community College Districts

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions"; (2) the rate calculated on State Controller's Form
FAM-29C; or (3) a 7% indirect cost rate.

VL. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter' is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. All documents used to support the reimbursable activities, as described in Section
IV, must be retained during the period subject to audit. If an audit has been initiated by the
Controller during the period subject to audit, the retention period is extended until the ultimate
resolution of any audit findings. |

VII. OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsetting savings the claimant experiences in the same program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited
to, services fees collected, federal funds, and other state funds, shall be identified and deducted
from this claim.

VIII. STATE CONTROLLER’S CLATMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the statute or executive order creating the mandate and the parameters and
guidelines adopted by the Commission.

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

! This refers to Title 2, division 4, part 7, chapter 4 of the Government Code,

7 Mandate Reimbursement Process (CSM 4485)
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IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, tie Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571, If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Commission
shall direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

* Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (a), and California Cede of Regulations, title 2, section 1183.2.

(Continue to Appendix A)

8 Mandate Reimbursement Process (CSM 4485)
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PARAMETERS AND GUIDELINES
Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years
2003-2004°

A.  If alocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without incurring the additional costs claimed by the local agency
or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost estimate .
is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for

? The limitation added by the Budget Act of 2003, Statutes 2003, chapter 157, in Item 0840-001-0001, Provision 8,
and in Item 8885-001-0001, Provision 1, is shown as part A. of this Appendix.

9 Mandate Reimbursement Process (CSM 4485)
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exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,
reimbursement is limited to the lesser of Test (1) and/or Test«(2). No reimbursement shall
be permitted for the cost of contracted services without the submission of an estimate of

actual costs by the local agency or school district.

10 Mandate Reimbursement Process (CSM 4485)
September 25, 2003
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DECLARATION OF SERVICE BY MAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a
party to the within action. My place of employment is 980 Ninth Street, Suite 300,
Sacramento, California 95814,

September 26, 2003, I served the:

Amended Parameters and Guidelines

Manddte Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459

Statutes 2003, Chapter 157 (Budget Act of 2003)

by placing a true copy thereof in an envelope addressed to:

Mr. Mike Havey, Bureau Chief
State Controller’s Office

Division of Accounting & Reporting
3301 C Street, Suite 500
Sacramento, CA 95816

State Agencies and Interested Parties (See attached mailing list);

and by sealing and depositing said envelope in the United States mail at Sacramento,
California, with postage thereon fully paid.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct, and that this declaration was executed on

September 26,2003, at Sacramento California.
%m J// W

VICTORIA SORIANO
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Original List Date: 7/28/2000 Malling Infonﬁation: Other

Last Updated: 9/8/2003

List Print Date: 09/26/2003 Mailing List
Clalm Number: 4485 )

Issue: Mandate Reimbursement

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission malling list is continuoiisly updated as requests are received to include or remove any party or person
on the mailing list. A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time. Except as provided otherwise by commission ruie, when a party or interested
party files any written material with the commission conceming a claim, it shall simultaneously serve a copy of the written

material on the parties and interested parties to the claim identified on the malling list provided by the commission. (Cal.
Code Regs., tit. 2, § 1181.2.)

Mr. Ram Venkatesan
County of Santa Clara
Controller - Treasurer Depariment

70 West Hedding Street, East Wing 2nd Floor Fax: (408) 289-8629
San Joss, CA 95110

Tel:  (408) 299-2541

Ms. Marianne O'Malley
Leglslative Analyst's Office (B-29)

925 L Street, Suite 1000
Sacramento, CA 95814 Fax:  (916) 3244281

Tel: (916) 319-8315

Mr. Michael Havay Claimant ‘
State Controller's Office (B-08) Tel: (916) 445-8757
Division of Accounting & Reporting

3301 C Street, Suite 500 Fax: (916) 323-4807
Sacramento, CA 95816

Dr. Carol Berg
Education Mandated Cost Network

1121 L Street, Sulte 1060
Sacramento, CA 95814 Fax: (916) 446-2011

Tel:  (916) 446-7517

Ms. Harmeet Barkschat
Mandate Resource Senices

5325 Elkhom Bhwd, #307
Sacramento, CA 95842 ) Fax: (916) 727-1734

Tel: (816) 727-1350

Mr. Kelth B. Petersen
SixTen & Associates
5252 Balboa Avenue, Suite 807
San Dlego, CA 92117 - Fax: (858) 514-8645

Tel: (858) 514-8605

Page: 1
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Ms. Annette Chinn
Cost Recovery Systems

Page: 2

Tel: 916) 9398-7

705-2 East Bldwell Street, #294 e (916) 938-7901
Folsom, CA 95630 Fax:  (916) 239-7801
Mr. Leonard Kaye, Esq,.
County of Los Angeles Tal: (213') 974-8564
Auditor-Controller’s Office
500 W, Temple Street, Room 603 Fax: (213)617-8106
Los Angeles, CA 90012 '
Mr. Paul Minney

: Spector, Middieton, Young & Minney, LLP Tel: (916) 646-1400
7 Park Center Drive
Sacramento, CA 95825 Fax:  (916) 646-1300
Mr. Allan Burdick
MAXMUS Tel:  (916) 485-8102
4320 Auburn Blwd., Suite 2000
Sacramento, CA 95841 Fax:  (916) 485-0111
Mr. Steve Shields
Shields Consulting Group, Inc. Tel: (916) 454-7310
1536 36th Street- : T
Sacramento, CA 95816 Fax:  (916)454-7312
Wr. David Wellhouse — '
David Wellhouse & Assaciates, Inc. Tel:  (916) 368-9244
9175 Kiefer Blvd, Suite 121
Sacramento, CA 95826 Fax: (916) 368-5723
Mr. Stewe Kell
California State Association of Countles Tel: (916) 327-7523
1100 K Strest, Suite 101
Sacramento, CA 95814-3941 Fax{  (916) 441-5507
Mr. Keith Gmeinder
Department of Finance (A-15) Tel: (916) 445-8913
915 L Street, Bth Floor
Sacramento, CA 95814 Fax:  (916) 327-0225
Ms. Alexandra Condon
Califomla Teachers Assoclation Tel: (707) 468-7877
833 Mendocino Drive )
Ukiah, CA 95809 Fax:
Ms. Cindy Sconce
Centration, Inc. Tel:  (916) 351-1050
12150 Tributary Point Drive, Suite 140

Fax:  (916) 351-1020
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Gold River, CA 95670

Mr. Steve Smith
Mandated Cost Systems, Inc. ™

11130 Sun Center Drive, Suite 100 ‘ .
Rancho Cordova, CA 95670 Fax:  (916) 669-0889

Tel:  (916) 669-0888

Mr. Arthur Palkowitz
San Dlego Unified School District

4100 Normal Strest, Room 3159
San Diego, CA 92103-8363 Fax: (619) 725-7569

Tel: (619) 725-7565

Mr. Gerald Shelton

California Department of Education (E-08)
Fiscal and Administrative Senices Division
1430 N S.t_reet,,‘ Sulte 2213 - 'Fax: (916) 327-8306
Sacramento, CA 95814

Tel: (916) 445-0554

Ms. Leslie Hobson

County of Placer Tel:  (530) 8894026
175 Fulweiler Avenue : S _
Aubum, CA 95603 Fax: (530) B89-4023

Ms. Bonnie Ter Keurst

County of San Bemardino Tel: (909) 386-8850
Office of the Auditor/Controller-Recorder . o
222 West Hospitality Lane Fax:  (909) 386-8830

San Bernardino, CA 92415-0018 .

Ms. Susan Geanacou

Department qf Finance (A-15) Tel: (916) 445-3274
915 L Streset, Suite 1190
Sacramento, CA 95814 Fax: (916) 324-4888

Ms. Gloria Gamblin

Oakland Unified School District o Tel: (510) 879-8308

1025 Second Avenue "

Oakland, CA 94606 ‘ Fax:  (510) 879-1773
Page: 3
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COMMISSION ON STATE MANDATES

REVISED NOTICE AND AGENDA!
State Capitol, Room 126
Sacramento, California

- December 9, 2004
9:30 A.M2

L CALL TO ORDER, ROLL CALL AND ELECTION OF CHAIRPERSON

1.  APPROVAL OF MINUTES (action)

Item1  September 30, 2004

. CODE OF REGULATIONS; TITLE 2, SECTION 1181, SUBDIVISION (o).
" (Note: This item is limited to appeals regarding this month’s agenda items.)

Item 2  Staff Report (if hecesSai'y) -

V. PROPOSED CONSENT CALENDAR (action) . :
Note: Ifthere aie no ob_]ectzons to any of'the following action items designated by an
asterisk (*), the Executive Director will include it on the Proposed Consent Calendar that

will be presented atthe iearing, The' Commzsszon wzll detei inine which items will remain
on the Consent Calendar. ¢

V. HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

A TEST CLAIMS AND PROPOSED STATEM_ENTS OF DECISION |

(Note: ltems 4, 6, 8, aud 10 will not be voted on unless the staff
recommendations for Items 3,5,7,and 9, 1espectlvely, are adoptcd)

Item 3 Lower Back Injury Presumption for Law Enforcement, 01-TC-25
CSAGC-EIA & County of Tehama, Claununta
‘Labor Gode Section 32132 '+ -
Stﬂmtes 2001 Chaptel 834 (SB. 424)

Item 4 onposed Statemerit of‘Demsmn«; Lower Back Injury Presumption for Law

Enforcement, 01-TC-25

" This public meeting notice is zvailable on the Internet 2t hitpy//www.csim.ca. gov.
* A lunch break may be taken
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Item 5

Item 6

Ttem 7

Ttem 8

Item 9

Item 10 |

Skin Cancer Presumption for Lifeguards, 01-TC-27
City of Newport Beach, Claimant

Labor Code Section 3212,11

Statutes 2001, Chapter 846 (AB 663)

Proposed Statement of Decision: Skin Cancer Presumption for Lifeguards,
01-TC-27

- Lifeguard Skin Cancer Presumption (K-14), 02-TC-16

Santa Monica Commnumity College District, Claunant
Labor Code Section 3212.11
Statutes 2001, Chapter 846 (AB 663)

Proposed Statement of Decision: Lifeguard Skin Cancer Presumprion (K-14),
02-TC-16

Domestic Violence Arrests and Victim Assistance, 98-TC-14.

County of Los Angeles, Claimant

Penal Code Sections 264.2, 13701, and 13519 '

Statutes 1998, Chapters 698, 701 & 702 (AB 1201, AB 2172, AB 2177)

P1oposed Statement of Dec131on Domestic Violence Arr ests and Victim
Assistance, 98-TC-14

VL. INFORMATIONAL HEARING PURSUANT TO CAL]FORNIA CODE OF
'REGULATIONS, TITLE 2 CHAPTER 2.5, ARTICLE 8 (action)

A. ADOPTION OF PROPOSED PARAMETERS AND GU]DELINES AND
AMENDMENTS = '

Item 11"‘

Mandcite: Rezmbwsemant Process, CSM-4485

Statutes 1975, Chapter 486 (AB 1375); Statutes 1984, Chapter 1455 (SB 2337);
Statutes 1995, Chapter 303 (AB 903 - Budget Act of 1995); Statutes 1996,
Chapter 162 (SB 1393 - Budget Act of 1996); Statutes 1997, Chapter 282

(AB 107 - Budget Act 0f 1997); Statutes 1998, Chapter 324 (AB 1656 - Budget
Act of 1998),; Statutes 1999, Chapter 50 (SB 160 - Budget Act of 1999),
Statutes 2000, Chapter 52 (AB 1740 - Budget Act of 2000); Statutes 2001,
Chapter 106 (SB 739 - Budget Act of 2001); Statutes 2002, Chapter 379

(AB 425 - Budget Act 0f 2002); Statutes 2003, Chapter 157 (AB 1765 - Budget
Act of 2003); Statutes 2004, Chapter 208 (SB 1113 - Budget Act of 2004)



VIL

VIIL

Item 12%

Item 13 3

Ttem 14*

- . Ttem 15%

Ttem 16

Item 17 '

Pupil Health Screenings, 01-PGA-09.

- Clovis Unified School District, Requestor

Health and Safety Code Sections 324.2 and 324. 3 ‘
Statutes 1976, Chapter 1208 (AB 4284); Statutes 1991, Chaptel 373 (AB 52);

Statutes 1992, Chapter 759 (AB 1248)

B. ADOPTION OF PROPOSED STATEWIDE COST ESTIMATES

Aclmmzstmtzve chense Suspenszon - P@I Se, 98-TC 16

City of Newport.Beach, Claunant

Vehicle Code Sections 13202, 3, 13353, 13353 1, 13353.2, 14100, 23136
23137, 23157, 23158.2,23158.5 '

Statutes 1989, Chapte1 1460 (SB 1623); Statutes 1990, Chapter 431

(SB 1150); Statutes 1992, Chapter 1281 (AB'3580); Statutes 1993, Chapters

. 899 and 1244 (SB 689 and SB 126); Statutes 1994, Chaptel 938 (SB 1295),
. and Statutes 1997, Chaptel 5(AB 74)

Pupzl Promotion and Retem‘zon 98-TC- 19

San Dlego Umﬁed School Dlstrlct Clam‘tant

Education Code Sect1ons 37252, 37252 5, 48070 and 48070.5

Statutes of 1998, Chaptels 742 and 743 et al (AB 1626 and AB 1639)

“Compl ehelisive Sc/'zool Safety Plans, 98-TC-01 aud 99 TC 10"
Kern'High School District, Claimant =

Former Education Code Sections 35294.1, 35294.2, 35294.6, and 35294.8

Statutes 1997, Chapter 736 (SB 187) and Statutes 1999, Chapter 996 (SB 334)
[Amended and Re-numbered as.Education Code Sections 32280, 32281,

32282, 32286, 32288 by Statutes 2003, Chapter 828 (SB 719)]

STAFF REPORTS

Chief Legal Counsel’s Report (mfo)
Recent Dec1s1ons thlgatlon Calendal

item 18

Stéff Report: Inmllementatlon of AB2856 (i'nfe)

- Executive Director’s Report (info/action)

Workload; Implementation of Legislation, Meetings, rﬂld Next Hearing

PUBLIC COMMENT
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CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE
SECTIONS 11126 and 17526: (Closed Executive Session may begin at this time or may
begin earlier on this day and recorivene at the end of the meeting,)

A,

PENDING LITIGATION

To confer with and receive advice from legal counsel, for consideration and action, as

necessary and appropriate, upon the following matters pursuant to Government Code
section 11126, subdivision (g)(1): -

1.

10.

San Diego Unified School District v. Commission on State Mandates, et al., Case
Number 109125, in the Supreme Court of the State of California.
CSM Case No. 02-L-02 [PupzlExpulszons]

State of California, Department omeance V. Commzsszon on State Mandates, et al.,
Cage Number 03CS01069 in the Superior Court of the State of Cahfonna County of
Sacramento. .CSM Case No. 03-L-01 [Animal Adoption]

. State of California, Department of Finance v. Commission on State Mandates, et al.,

Case Number 03CS01432in the Superior Court of thie State of California, County of
Sacramento. CSM Case No. 03-L-02 [Behavioral Intervention Plans]

San Diego Unified School District v. Commission on State Mandates et al., Case
Number 03CS01401 in the Superior Court of the State of California, County of
Sacraretito:” CSM Case No. 03-L-03 [GF aduatzon Requu ements IRC]

. Castro Valley Umfed SchoalDzstnct v, Conumsszon on State Mandates, et al., Case

Number 03CS01568 in the Superior Court of the State of Califomia, County of
Sacramento. CSM Case No. 03-L-04.[ Graduation Requirements IRC)]

. San Jose Unified School District v. Comimission on' State Mandates, et al., Case

Number 03CS01569 in the Superior Couit of the State of California, County of
Sacramento.” CSM Case No. 03-L-05 [Gma’uatzon Requzz ements IRC]

Sweetwater Un/on Hzgh School District v. Commlsszon on State Mandates, et al.,
Case Number 03CS01570 in the Superior Court of the State of Califormia, County of
Sacramento. CSM Case No. 03-L-06 [Graduation Requirements IRC]

. Clovis Unified School District v. Commission on State Mandates, et al., Case Number

03CS01702 in the Superior Court of the State of California, County of Sacramento.
CSM Case No. 03-L-09 [Graduation Requirenients IRC]

Grossmont Union High School Distr ict v. Commission on State Mandates, et al., Case
Number 04CS000238. in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-I-10 [G; -aduation Requirements IRC)

County of Los Angeles v: Commission on State Mandates, et al., Case Number
BS087959, in the Superior Court of the State-of Califormia, County of Los Angeles.
C8M Case No. 03-L-11 [Animal Adoption]

t. County of Los Angeles and Los Angeles County Flood Control District v. State of

California, Commission on State Mandates, et al., Case Number BS089769, in the



Superior Court of the State of California, County of Los Angeles.
CSM Case No. 03-L-12 [Transit Trash Receptacles, et al.]

12, City of Artesia, et al. v. State of California, Commission on State Mandates, et al.,
Cage Number BS089785, in the Superior Court of the State of California, County of
Los Angeles. CSM Case No. 03-L-13 [Waste Discharge Requirements]

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2): :

« Based on existing facts and circumstances, there is a specific matter which -
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(i).)

X. REPORT FROM CLOSED EXECUTIVE SESSION, RECONVENE IN PUBLIC
SESSION ‘

XI. ADJOURNMENT

For information, contact:

Paula Higashi, Executive Director (916) 323-8210
980 Ninth Street, Suite 300 (916) 445-0278 Fax

Sacramento, CA 95814 ' Email: paula.higashi@csm.ca.gov
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Hearing Date; December 9, 2004
j\Mandates\csm4000\4485\2004\fsa

ITEM 11

| STAFF ANALYSIS N |
PROPOSED PARAMETERS AND GUIDELINES AMENDMENT

Statutes 1975, Chaptér 486
Statutes1984, Chapter 1459
Statutes 2004, Chapter 208 (Budget Act 0f 2004)

Mandate Reimbursement Process

EXECUTIVE SUMMARY

‘The Mandate Reimbursement Process program allows local agencies and school districts to be
reimbursed for costs incurred in prepating and presenting successful test claims to the
Commission on State Mandates (Commission) and submitting reimbursement claims to the State
Controller’s Office (SCO). Incorrect reduction claims are considered an element of
reimbursement claims.

The original parameters and guidelines for this program were adopted on November 20, 1986.
Each year, the Commission amends these parameters and guidelines to incorporate the niost
recently enacted state budget act. In addition, this year Comrission staff proposes to add
language to reflect a change in the law effected by Proposition 1A, adopted by the electorate on
November 2, 2004, which concerns the suspension of unfunded mandates affecting a city,
county, city or county, or special district.

Staff Analysis

Commission staff prepared the proposed annual amendment of the Mandate Reimbursement
Process parameters and guidelines and requested comments.! No comments were received.
Staff made non-substantive, technical changes for purposes of consistency with recently adopted
. language for parameters and guidelines.

Staff Recommendation

Staff recommends that the Commission adopt the propdsed amended parameters and guidelines,
as modified by Commission staff, beginning on page 5.

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters-and guidelines following the hearing.

' Exhibit A.
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Chronology

9/25/03 Commission adopted the Amended Parameters and Guidelines
7/31/04 2004-2005 state budget enacted (SB 1113, Stats. 2004, ch. 208)
10/1/04 Commission staff issued the draft staff analysm and proposed annual amendment

of the parameters and guidelines
11/02/04 Voters approve Proposition 1A

11/15/04 Commission staff issued the final staff analysis and proposed annual amendment
of the parameters and guidelines :

Summary of the Mandate

On March 27, 1986, the Commission determined that Statutes 1975, chapter 486, and Statutes
1984, chapter 1459 imposed a new program by requiring local governments to file claims in
order to establish the existence of a mandated program as well as to obtain reimbursement for the
costs of mandated programs.

The Mandate Reimbursement Process program allows local agencies and school districts to be
reimbursed for costs incurred in preparing and presenting successful test claims to the
Commission on State Mandates (Commission) and submitting reimbursement claims to the State
Controller’s Office (SCQO). Incorrect reduction claims are considered an element of
reimbursement claims.

The original parameters and guidelines for this program were adopted on November 20, 1986.
Each year, the Commission amends these parameters and guidelines to incorporate the most .
recently enacted state budget act. This year, Commission staff proposes to add language to
reflect a change in the law effected by Proposition 1A, adopted by the electorate on
November 2, 2004, which concerns the suspension of unfunded mandates affecting a city,
county, city or county, or special district.

Since 1995, the state budget act has included supplemental language in the support
appropriations for the SCO and the Commission. This language addresses local reimbursement
for the costs of contracting with an independent contractor. The Commission adopted
Appendix A to comply with the supplemental language.

Each year, the Commission amends these parameters and guidelines and Appendix A to
incorporate the most recently enacted budget act. However, the amendment does not include any
other revisions enacted by subsequent legislation. Subsequent statutory revisions must be
submitted as new test claims, and approved by the Commission before being included in
parameters and guidelines.

? For example, Statutes 1999, chapter 643 (AB 1679) added new provisions to allow the
Commission to accept more than one test claim on the same statute or executive order. These
new provisions are 1ot reimbursable under the Mandates Reimbursement Process parameters and
guidelines.
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Discussion

Commission staff prepared the proposed annual amendment of the Mandate Reimbursement
Process parameters and guidelines to incorporate the 2004-2005 Budget Act. Staff also included
an amendment to account for situations where the state constitution requires the suspension of
unfunded mandates affecting a city, county, city or county, or special district, as set forth in
Article XIII B, section 6, subdivision (b).3 Staff also made technical changes for purposes of
consistency with adopted language for parameters and guidelines.

- Staff Recommendation

-996 -

Staff recommends that the Commission adopt the proposed amended parameters and guidelines,
as modified by Commission staff, beginning on page 5.

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing.

3 Proposition 1A, enacted by voters on Novemher 2, 2004,



AMENDED PARAMETERS AND GUIDELINES.

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
Statutes 20043 Chapter +577208 (Budget Act of 200%4)

Mandate Reimbursement Process

[For fiscal year 20034-20045, these parameters and guidelines are amended, pursuant to the ‘
requirements of: provision 8 of Item 0840-001-0001, and provision 1 of Item 8885-001- 0001 of
the Budget Act of 20034 to include Appendix A.] ’

Adopted: November 20, 1986 .

) First Amendmient Adopted: March 26, 1987
Second Amendment Adopted: October 26,1995
Third Amendment Adopted; January 30, 1997
Fourth-Amendment Adopted; September 25, 1997
Fifth. Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: Septeriber 28, 2000
Eighth Amendment Adopted: Qctober 25, 2001
Ninth Amendment Adopted: February 27, 2003
Tenth Amendment Adopted: September 25, 2003
Eleventh Amendment Proposed for Adoption: December 9, 2004

5 ‘ Mundate Relmbursement Progesy (CSM 4485)
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L SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board. of Control's authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the state.
In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller's
Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments.

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandate cost claims. This law established
the "sole and exclusive procedure" by which a local agency or school district is allowed to claim
reimbursement as required by article XIII B, section 6 of the California Constitution for state
mandates under Government Code section 17552.

Together these laws establish the process by which local agencies receive reimbursement for

state-mandated programs. As such, they prescribe the procedures that must be followed before

mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes 1984, chapter
1459. Specifically, the Commission found that these two statutes imposed a new program by
requiring local governments to file claims in order to establish the existence of a mandated
program as well as to obtain reimbursement for the costs of mandated programs.

IL ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 17518, or school district as defined in
Government Code section 17519, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

ITII.  PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are 1ssued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency or
schoo! district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.
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Reimbursable actual costs for one fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561 (d)(1), all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the issuance of the State Controller’s claiming instructions, If the total costs
for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed, except as
otherwise allowed by Government Code section 17564.

There shall be no reimbursement for any period in which the Legislature has suspended. the
operation of a mancate pursuant to state law,

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated. cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship t6 the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are hot limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocatlon reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations niust include a certifi¢ation or declaration stating, “I certify (or
declare) under penalty of pe1 Ju1'y under the laws of the State of Californiz that the foregoing is
true and correct,; *, and must firther comply w1th the requlrements of Code of Civil Procedure
section 2015.5. Ev1dence CoLT oboratmg the source documents may include data 1eleva:nt to the
reimbursable activities otherwise in compliance with local, state, and federal governmenit
requirements. However, corroborating documents cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities-identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate,

For each eligible claimant, the following activities are reimbursable:
A. Scope-of Mandate

Local agencies and school districts filing suiccessful test claims and relmbmsement claims
incur state-mandated costs. The pirpose of this test claim is to establish that local
governments cannot be made financially whole unless all state mandated costs -- both direct
and indirect -- are reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the implementation of state-imposed mandates, all
resulting costs are recoverable.

B. Reimbursable Activities
1. Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. Thesa
activities include, but are not limited to, the following: preparing and presenting test claims,

7 Mandate Reimbursement Process (C5H 4425)
Seplewhesr25-2003 Doqamber




developing parameters and guidelines, collecting cost data, and helping with the drafting of
required claiming instructions. The costs of all successful test claims are reimbursable. -

Costs that may be reimbursed include the following: salaries and benefits, materials Euid
supplies, consultant and legal costs, transportation, and indirect costs.

2. Reimbursement Claims

All costs incurred diing the period of this claim for the preparation and submission of
successfil reimbursement claims to the State Controller are recoverable by the local agencies
and school districts, unless the Legislature has suspended the operation of mandate pursuant
to state law. Allowable costs include, but are not limited to, the following: salaries and
benefits, service and supplies, confracted services, training, and 111d11 ect costs.

Incorrect Reduction Claims are consldered to be an element of the reunbm sement process. .
Reimbursable activities for successful incorrect reduction claims include the appearance of
necessary representatives before the Commission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful reimbursement claims,

3. Training
a. Classes

Include the costs of classes designed to assist the claunant in identifying and correctly
preparing state- required documentatlon for specxﬁc reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportatlon registration fees, per
diem, and related costs incurr ed because of this mandate (One-time activity per
employee )

b. Commission Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs.
include, but are not limited to, salaries and benefits, transportation, and per diem. This
does not include reimbursement for participation in rulemaking proceedings.

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting

Direct costs are those costs incuired specifically for the reimbursable activities. The
following direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours).
Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.
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2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are
withdrawn from inventory shall be charged on an appropriate and recognized method of
costing, consistently applied. |

3. Contract Services

Report the name of the contractor and services performed to implement the reimbursable
activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the
contract is a fixed price, report the dates when services were performed and itemize all costs
for those services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
- other than the reimbursable activities, only the pro-rata portion of the purchase price used to
implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee tr aveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the rules
of the local jurisdiction. Report employee travel time according to the rules of cost element
A.1,8alaries'and Benefits, for each applicable reimbursable activity.

6. Training

Report the cost of training an employee to perform the reimbursable activities, as specified in
Section I'V of this document. Report the name and-job classification of each employee
preparing for, attending, and/or conducting training necessary to implement the reimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session), dates attended, and location. If the training encompasses subjects broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee training
time for each applicable reimbursable activity according to the rules of cost element A.1,

Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of consultants who
conduct the training according to the rules of cost element A.3, Contracted Services.

. Indirect Cost Reportmg

Lo cal Agencies

lnduect costs are costs that are incurred for a comumon or joint purpose ‘benefiting more than
one program, and are not directly assignable {o a particular department or program without

efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead

costs of the unit performing the mandate; and (2) the costs of the central govermment services
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distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.

Compensation for indirect costs is eligible for 1'eimburse'1nent utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indir ect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and-B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A
and B). However, unallowable costs must be included in the direct costs if they represent
activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the Claimant shall have the choice of one of the following
methodologies: .

a. The allocation of allowable indirect costs (as defiried and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a departinent’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate whlch is used to distribute indiréct
costs to mandates. The rate should be expressed as 'a peicentage which the total
amount allowable indirect costs beals to the base selected‘ or

b. The allocatlon of allowable indirect costs (as deﬁned and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing the
total allowable indirect costs (net of applicable credits) by an equitable distribution
base. The result of this process is an indirect cost rate that is used to distribute
indirect costs to mandates. The rate should be expressed as a percentage which the
total amount allowable indirect costs bears to the base selected.

2. School Districts

Indirect costs are costs that have been incurred for common or joint purposes. These costs.
benefit more than one cost objective.and cannot be readily identified with a particular final
cost objective without effort disproportionate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost incurred for the same purpose, in like circumstances, has been
claimed as a direct cost. '

Indirect costs include: (a) the indirect costs originating in each department or agency of the
govermmental unit carrying out state mandated programs, and (b) the costs of central
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governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisionally approved by the California Department of Education.

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

4, Community College Districts

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions"; (2) the rate calculated on State Controller's Form
FAM-29C; or (3)-a 7% indirect cost rate.

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter' is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later, However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. [n any case, an audit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section I'V, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VII. OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsetting savings the claimant experiences in the same program as a direct result of the
came statutes or executive orders found to contain the mandate shall be deducted from the costs
cluimed. In addition, reimbursement for this mandate from any source, including but not limited

ic, services fees collected, federal funds, and other state funds, shall be identified and deducted
from this claim. ‘

Vill. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commiission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived trom the statute or executive order creating the mandate and the parameters and
guidelines adopted by the Commission.

"['his refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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* Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Conmmission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571. If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Commission
shall direct the Controller to modify the claiming instrictions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, and California Code of Regulations, title 2, section 1183.2.

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND G-"UI'DE‘LVINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement
of Decision. is on file with the Commission.

(Cdntinue to Appendix A)
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PARAMETERS AND GUIDELINES \

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years
20034-20045* ]

A.  Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reintbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would
necessarily have been incurred for that purpose if performed by employees of the local
agency or school district,

. 'The maximum amount of reimbursement provided in subdivision (2) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not
have been accomplished without incurring the additional costs claimed by the local agency
or school district.

B..  Costs incurred for contract services and/or legal counsel that assist in the preparation,
-submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incuwred for that
purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

If retmbursement 1s sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,

? The limitation added by the Budget Act of 20034, Statutes 20034, chapter-157208, in Item \
0840-001-0001, Provision 8, and in Item 8885-001-0001, Provision 1, is shown as part A. of this
Appendix. » A

13 Mandate Reimbursement Process (CSM 4485)
Bepmber 252003 December 9, 2004 {

-1005-



reimbursement is limited to the lesser of Test (1) and/or Test (2). No reimbursement shall
be permitted for the cost of contracted services without the submission of an estimate of
actual costs by the local agency or school district.
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with and receive advice from legal counsel for
consideration and action, as necessary and appropriate,
upon the filing in the Los Angeles County Superior Court
titled case number BS091246, CSAC-Excess Insurance
Authority versus Commission on State Mandates, and to
confer with and receive advice from legal counsel
regarding potential litigation.

| Paula, will you introduce the next item, please?

MS. HIGASHI: The next item on our agenda is the
proposed consent calendar. And you should have that
before you. It's a green sheet.

CHAIR SHEEHAN: Right. We have a revised consent
calendar?

MS. HIGASHI: Yes. Our consent calendar now
consists of Item 11 and Item 13. Item 14 has been
postponed. And the other matters that originally had
beer: proposed, will be called up in order.

CHAIR SHEEHAN: Okay. So are there any objections
to the newly-proposed consent calendar?

(No audible response was heard.)

CHAIR SHEEHAN: Okay, do I have a motion?

MEMBER LAZAR: I'll move adoption.

MEMBER HIBER: Second.

CHAIR SHEEHAN: All those in favor of adopting the

congsent calendar?

i

—- - e ]
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MINUTES

COMMISSION ON STATE MANDATES

State Capitol, Room 126
Sacramento, California
December 9, 2004

Present: Chairperson Anne Sheehan
Representative of the Director of the Department of Finance
Member John Hiber
Representative of the State Treasurer
Member Walter Barnes
Representative of the State Controller
Member Jan Boel E
Acting Director of the Office of Planning and Research
Member John Lazar

City Council Member

Vacant: Local Elected Official
- Public Member

CALL TO ORDER AND ROLL CALL
Vice Chairperson Hiber called the meeting to order at 9:34 a.m.

The Commission conducted an election because the chairperson position was vacant.
Member Boel nominated Mr. Tom Campbell, the Director of the Department of Finance, as
Chairperson. Mr. Campbell was unanimously elected.

APPROVAL OF MINUTES
Item 1 September 30, 2004

Upon motion by Member Hiber and second by Member Boel, the minutes were unanimously
adopted.

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE SECTICNS
11126 and 17526.

Chairperson Sheehan announced that the Commission would meet in closed executive session
pursuant to Government Code section 11126, subdivision (e), to confer with and receive advice
from legal counsel, for consideration and action, as necessary and appropriate, upon the filing inn
the Los Angeles County Superior Court, titled case number BS091246, CSAC-Excess Insurance
Authority v. the Commission on State Mandates, which was served on the Commission on
December 2, 2004, and to confer with and receive advice from legal counsel regarding potential
litigation.

/;E

The Commission reconvened in public session at 9:51 a.n.
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REPORT FROM CLOSED EXECUTIVE SESSION

Chairperson Sheehan reported that the Conumnission met in closed executive session pursuant to
Government Code section 11126, subdivision (e), to confer with and receive advice from legal
counsel for consideration and action, as necessary and appropriate, upon the filing in the

Los Angeles County Superior Court, titled case number BS091246, CSAC-Excess Insurance
Authority v. the Commission on State Mandates, and to confer with and receive advice from legal
counsel regarding potential litigation.

PROPOSED CONSENT CALENDAR

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF REGULATIONS,
TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES AND
AMENDMENTS

Item 11 Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486 (AB 1375); Statutes 1984, Chapter 1459 (SB 2337);
Statutes 1995, Chapter 303 (AB 903 - Budget Act of 1995); Statutes 1996,
Chapter 162 (SB 1393 - Budget Act of 1996); Statutes 1997, Chapter 282
(AB 107 - Budget Act of 1997); Statutes 1998, Chapter 324 (AB 1656 - Budget
Act of 1998); Statutes 1999, Chapter 50 (SB 160 - Budget Act of 1999);
Statutes 2000, Chapter 52 (AB 1740 - Budget Act of 2000); Statutes 2001,
Chapter 106 (SB 739 - Budget Act of 2001); Statutes 2002, Chapter 379
(AB 425 - Budget Act of 2002); Statutes 2003, Chapter 157 (AB 1765 - Budget
Act 0 2003); Statutes 2004, Chapter 208 (SB 1113 - Budget Act of 2004)

ADOPTION OF PROPOSED STATEWIDE COST ESTIMATE

Item 13 Administrative License Suspension — Per Se, 98-TC-16
City of Newport Beach, Claimant
Vehicle Code Sections 13202.3, 13353, 13353.1, 13353.2, 14100, 23136,
23137,23157,23158.2,23158.5
Statutes 1989, Chapter 1460 (SB 1623), Statutes 1990, Chapter 431
(SB 1150); Statutes 1992, Chapter 1281 (AB 3580); Statutes 1993, Chapters
899 and 1244 (SB 689 and SB 126); Statutes 1994, Chapter 938 (SB 1295), and
Statutes 1997, Chapter 5 (AB 74)

Member Lazar moved for adoption of the consent calendar, which consisted of items 11 and 13.
With a second by Member Hiber, the consent calendar was unanimously adopted.

APPEAL OF EXECUTIVE DIRECTOR DECISIONS PURSUANT TO CALIFORNIA
CODE OF REGULATIONS, TITLE 2, SECTION 1181, SUBDIVISION (c)

Item 2 Staff Report on Appeals Related To Current Agenda Items (if necessary)
No appeals were filed.

HEARINGS AND DECISIONS, PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 7 (action)

Paula Higashi, Executive Director, swore the parties and witnesses participating in the hearing of
agenda items 3 through 10.



TEST CLAIMS AND PROPOSED STATEMENTS OF DECISION

Item 3 Lower Back Injury Presumption for Law Enforcement, 01-TC-25
CSAC-EIA & County of Tehama, Claimants
Labor Code Section 3213.2
Statutes 2001, Chapter 834 (SB 424)

Katherine Tokarski, Commission Counsel, presented this item. She stated that in 2001, the
Legislature added Labor Code section 3213.2. For the first time, certain local agency and state
peace officers with at least five years of full-time service who wore a duty belt were granted a
rebuttable presumption that lower back impairment developing or manifesting itself in the peace
officer shall be presumed to arise out of and in the course of employment. Employers may offer
evidence disputing the presumption under the statute.

The claimants allege that the legislation causes an increase in workers’ compensation claims for
lower back injury and decreases the possibility that any defenses can be raised by the employer
to defeat the claims. Thus, the claimants believe that the total costs of these claims, from initial
presentation to ultimate resolution, are reimbursable.

Ms. Tokarski noted that CSAC-EIA is a joint powers authority established by contracting
counties for insurance and risk management purposes. She added that it does not employ peace
officers and is not a party to a workers’ compensation claim filed by a peace officer against the
local agency employer. Moreover, CSAC-EIA does not have authority to raise tax revenue and
is not bound by the spending limitations of article XIII B. Further, Ms. Tokarski indicated that
the claimants submitted a late filing requesting an indefinite postponement of the test claim
hearing until the litigation on the Cancer Presumption for Law Enforcement and Firefighters test
claim was resolved.

Staff recommended that the Commission deny the test claim, finding that CSAC-EIA does not
have standing and is not a proper claimant for this test claim, and that Labor Code section 3213.2
is not subject to article XIII B, section 6 of the California Constitution because it does not
mandate a new program or higher level of service on local agencies.

Parties were represented as follows: Juliana Gmur, on behalf of the claimants; Gina Dean, with
the CSAC-Excess Insurance Authority; and Susan Geanacou and Jaci Thompson, with the
Department of Finance.

Ms. Gmur stated that before the Conumnission was one of six workers’ compensation presumption
test claims. The first, which was filed and heard in May, was denied and is now the subject of a
writ. She indicated that although it involved a different statute, the legal issues were identical in
each of the claims. Therefore, she asked the Commission whether it would like to continue with
the proceeding or wait for the court’s review in order to possibly resolve all six matters at once.

Member Boel made a motion to proceed with the hearing.

Member Lazar requested the chief legal counsel’s recommendation. Mr. Paul Starkey requested
the Commission to ask the other parties’ positions.

Ms. Geanacou stated that the Department of Finance had no particular position on the late filing,
She indicated that they supported the Commission moving forward with the hearing.

M. Starkey stated that under the statute and regulations, the Comumission had the discretion to
decide how to proceed in this matter and that there was no legal impediment to proceeding.
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Member Hiber seconded Member Boel’s motion to proceed. The motion carried unanimously.

Ms. Gmur addressed two issues — whether CSAC-EIA was a proper claimant, and whether a
reimbursable state mandate existed. As to the first issue, she argued that the Commission staff’s
reliance on a redevelopment agency case was misplaced. She stated that there was no existing
case law on joint powers authorities and whether they would be proper parties. Rather she
argued that the statute, on its face, says that the joint powers authority is a proper party as a
special district that can file a test claim.

Regarding the second issue, Ms. Gmur provided background about workers’ compensation law.
She asserted that staff relied on only the second sentence of the statute, which involves the
rebuttable presumption. She argued that it was the first sentence, which states that “it shall be
presumed...” that creates the mandate, and the second sentence limits the mandate but does not
cancel it out. She further argued that the Kern High School and City of Merced cases were not
controlling.

Member Lazar requested the claimant respond to the Department of Industrial Relations position
that local govermments are not required to accept all workers’ compensation claims. Ms. Gmur
reiterated that the ability to defend against the presumption was a limitation that does not negate
the existence of the mandate.

Chairperson Sheehan asked that Ms. Gmur address the other two points made by the Department
of Industrial Relations. Ms. Gmur responded that the test claim legislation was a new program
because it created a presumption that otherwise did not exist, and even though there was no shift
of a financial burden from the states to local governments, a mandate can still exist.

Ms. Geanacou supported the staff analysis.

Member Lazar asked Ms. Tokarski to respond to the claimant’s comments. Ms. Tokarski
explained that not every piece of statutory language creates a new program or higher level of
service. In this case, the statute is new, but the presumption is part of the underlying claim for an
injury occuiring on the job, which predates the presumption. Therefore, staff found that the
excess costs that would result from a presumption in favor of the employee are not reimbursable
costs because the presumption itself is not a new program or higher level of service as defined by
the courts. Moreover, Ms. Tokarski indicated that the “shall” language was not referring to
something that local agencies must do proactively, but rather that the workers’ compensation
courts shall presume, for purposes of the claims, that the injury occuired on the job.

Member Barnes made a motion to adopt the staff recommendation. With a second by
Member Boel, the motion carried unanimously.

[tem 4 Proposed Statement of Decision: Lower Back Injury Presumption for Law
Enforcement, 01-TC-25.

Katherine Tokarski, Commission Counsel, presented this item. She stated that the sole issue
before the Commission was whether the proposed Statement of Decision accurately reflected the
Commission’s decision. Staff recommended that the Commission adopt the proposed Statement
of Decision. She noted that minor changes to reflect the hearing testimony and vote count would
be included with the final decision.

Member Lazar made a motion to adopt the proposed Statement of Decision. With a second by
Member Boel, the motion carried unanimously.
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[tem 5 Stin Cancer Presumption for Lifeguards, 01-TC-27
City of Newport Beach, Claimant
Labor Code Section 3212.11
Statutes 2001, Chapter 846 (AB 663)

Katherine Tokarski, Commission Counsel, presented this item. She stated that in 2001, the
Legislature added Labor Code section 3212.11. For the first time, publicly-employed lifeguards
were granted a rebuttable presumption that skin cancer developing or manifesting itself during or
for a defined period immediately following employment shall be presumed to arise out of and in
the course of employment. Employers may offer evidence disputing the presumption under the
statute.

The claimant, City of Newport Beach, alleges that the legislation causes an increase in workers’
compensation claims for skin cancer and decreases the possibility that any defenses can be raised
by the employer to defeat the claims. Thus, the claimant believes that the total costs of these
claims, from initial presentation to ultimate resolution, are reimbursable.

Ms. Tokarski indicated that the claimant submitted a late filing requesting an indefinite
postponement of the test claim hearing until pending litigation was resolved.

Staff recommended that the Commission deny the test claim, finding Labor Code section
3212.11 is not subject to article XIII B, section 6 of the California Constitution because it does
not mandate a new program or higher level of service on local agencies.

Parties were represented as follows: Juliana Gmur and Glen Everroad, on behalf of the City of
Newport Beach; and Susan Geanacou and Jaci Thompson, with the Department of Finance.

Ms. Gmur stated that before the Commission was one of six workers’ compensation presumption
test claims. The first, which was filed and heard in May, was denied and is now the subject of a
writ. Therefore, she asked the Commission whether it would like to continue with the
proceeding or wait for the court’s review in order to possibly resolve all six matters at once.

Member Lazar stated that he would like to move forward with the hearing. Member Boel agreed
and Chairperson Sheehan indicated that there were no objections.

Mr. Starkey explained that procedurally, counsel may incorporate her comments from the
previous item and apply them to this case if, in fact, the type of testimony and discussion are
exactly the same. Ms. Gmur stated her hesitation to simply incorporate her comments because
this case involved a different claimant, a different source of a possible writ.

Member Lazar asked Mr. Everroad for his thoughts. Mr. Everroad deferred to his counsel on the
issue. Member Lazar maintained that he would like the item to proceed, and that the Commission
should allow the claimant to state their comments into the record. The members did not object.

Ms. Gmur provided background about workers’ compensation law. She noted that staff points to
the City of Merced case, which was decided on the avoidance doctrine. However, she argued
that in the present case, the employer has no way to avoid the mandate. Therefore, she requested
that the Commission find a reimbursable state mandate.

Ms. Geanacou supported the staff analysis.

Mermber Boel made a motion to adopt the staff analysis. With a second by Member Hiber, the
motion carried unanimously.
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[tem 6 Proposed Statement of Decision: Skin Cancer Presumption for Lifeguards,
01-TC-27.

Katherine Tokarski, Commission Counsel, presented this item. She stated that the sole issue
before the Commission was whether the proposed Statement of Decision accurately reflected the
Commission’s decision. Staff recommended that the Commission adopt the proposed Statement
of Decision. She noted that minor changes to reflect the hearing testimony and vote count would
be included with the final decision.

Member Lazar made a motion to adopt the proposed Statement of Decision. With a second by
Member Barnes, the motion carried unanimously. '

Ttem 7 Lifeguard Skin Cancer Presumption (K-14), 02-TC-16
Santa Monica Community College District, Claimant
Labor Code Section 3212.11
Statutes 2001, Chapter 846 (AB 663)

Katherine Tokarski, Commission Counsel, presented this item. She noted that the Commission
received a Jocal agency test claim on Skin Cancer Presumption for Lifeguards in 2002. On
February 27, 2003, a second test claim on Labor Code section 3212.11 was filed by the

Santa Monica Community College District, alleging a reimbursable state mandate imposed on
kindergarten through grade 14 school districts. However, the two claims were not consolidated.

Ms. Tokarski stated that the activities or costs alleged by the claimant include all of the costs
associated with the payment of claims caused by presumption, or payment of the additional costs
of insurance premiums to cover such claims; physical exams to screen lifeguard applicants for
preexisting skin cancer; and training lifeguards to take precautionary measures to prevent skin
cancer on the job.

Staff recommended that the Commission deny the test claim, and find that Labor Code section
3212.11 1s not subject to article XIII B, section 6 of the California Constitution because it does
not mandate a new program or higher level of service on school districts.

Parties were represented as follows: Keith Petersen, on behalf of the claimant; and
Susan Geanacou and Jaci Thompson, with the Department of Finance.

Mr. Petersen stood by the administrative record for the test claim.
Ms. Geanacou supported the staff analysis.

Member Barnes made a motion to adopt the staff recommendation. With a second by
Member Boel, the motion carried unanimously.

Ttem 8 Proposed Statement of Decision: Lifeguard Skin Cancer Presumption (K-14),
02-TC-16.

Katherine Tokarski, Commission Counsel, presented this item. She stated that the sole issue
before the Commission was whether the proposed Statement of Decision accurately reflected the
Commission’s decision. Staff recommended that the Commission adopt the proposed Statement
of Decision. She noted that minor changes to reflect the hearing testimony and vote count would
be included with the final decision.

Member Lazar made a motion to adopt the proposed Statement of Decision. With a second by
Member Boel, the motion carried unanimously.
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Item 9 Domestic Violence Arrests and Victim Assistance, 98-TC-14
County of Los Angeles, Claimant
Penal Code Sections 264.2, 13701, and 13519
Statutes 1998, Chapters 698, 701 & 702 (AB 1201, AB 2172, AB 2177)

Eric Feller, Commission Counsel, presented this item. Mr. Feller outlined the requirements of
the test claim statutes:

1. One test claim statute amended Penal Code section 264.2 to add two crimes for which a
victim of domestic violence receives a card: victims of spousal battery, and victims of
corporal injury on a spouse or other specified victim.

2. Another statute amended Penal Code section 13519 to add the signs of domestic violence
to the Commission on Peace Officer Standards and Training’s domestic violence training
course and response guidelines.

3. A third statute amended Penal Code section 13701, law enforcement’s Domestic
Violence policy, to add transportation to a hospital and safe passage out of a victim’s
residence, and providing contact information for the California Victims Compensation
Program. Moreover, this statute adds to the card the phone number or county hotlines for
battered women'’s shelters and a statement that domestic violence or assault by a person
known to the victim is a crime. Further, this statute amends subdivision (b) by adding
orders issued by other states, tribes, or territories to a list of enforceable protective orders
in the domestic violence arrest policy.

Staff found that Penal Code sections 13701, subdivisions (c)(9)(D) and (c)(9)(H), and section
264.2, subdivision (a), as amended by the test claim statutes, impose a reimbursable
state-mandated program for specific activities.

Parties were represented as follows: Leonard Kaye, on behalf of the County of Los Angeles; and
Susan Geanacou and Brendan Murphy, with the Department of Finance.

Mr. Kaye concurred with the reimbursable activities as identified by Mr. Feller. However,
because domestic violence was the subject of numerous test claims, he commented that it would
be exceptionally difficult for anyone to ascertain what exactly was reimbursable under a
particular program for a particular fiscal year. As a practical matter, Mr. Kaye believed that the
parameters and guidelines must relate back to the Statement of Decision. Therefore, he
announced his intent to include clarifying language regarding suspended statutes into the
proposed parameters and guidelines to provide guidance to the claimants and auditors.

Mr. Murphy concurred with the staff analysis.

Mr. Feller disagreed with Mr. Kaye. He stated that the activities Mr. Kaye was referring to were
either encompassed in a prior domestic violence test claim or were discretionary. He also
clarified that only one program involving Statutes 1984, chapter 1609 and Statutes 1985,
chapter 668 was suspended through fiscal year 2002-2003.

Ms. Higashi asked if the claimant was proposing to consolidate parameters and guidelines.
Mr. Kaye said no and that his intent was just to indicate that should a suspension not be enforced
in a particular year, that those activities would be mandated.

Member Barnes noted that the consideration of what goes into the parameters and guidelines is a
separate issue, and would be addressed at that phase. He also suggested that in the Controller’s
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claiming instructions there be some references to the other programs. He encouraged the
claimant to contact the Division of Accounting and Reporting to work out the issues.

Member Boel made a motion to adopt the staff analysis. With a second by Member Lazar, the
motion carried unanimously.

¢

Item 10 Proposed Statement of Decision: Domestic Violence Arrests and Victim
Assistance, 98-TC-14.

Eric Feller, Commission Counsel, presented this item. He stated that the sole issue before the
Commission was whether the proposed Statement of Decision accurately reflected the
Commission’s decision. Staff recommended that the Commission adopt the proposed Statement
of Decision. He noted that minor changes to reflect the hearing testimony and vote count would
be included with the final decision.

Member Hiber made a motion to adopt the proposed Statement of Decision. With a second by
Member Boel, the motion carried unanimously.

INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES AND
AMENDMENTS

Item 12 Pupil Health Screenings, 01-PGA-09
Clovis Unified School District, Requestor
Health and Safety Code Sections 324.2 and 324.3
Statutes 1976, Chapter 1208 (AB 4284); Statutes 1991, Chapter 373 (AB 52),
Statutes 1992, Chapter 759 (AB 1248)

Cathy Cruz, Program Analyst, presented this item. She stated that on May 6, 2002, the Clovis
Unified School District requested an amendment to the original parameters and guidelines in
order to establish a uniform cost allowance for the Pupil Health Screenings program. Staff
proposed separate uniform allowances for each reimbursable component to limit the rates to the
applicable portion of the population of enrolled kindergarteners and new first-grade pupils for
each component. The proposed allowances cover all the direct and indirect costs of performing
the activities described in the reimbursable activities section. Moreover, Ms. Cruz explained that
the proposed allowances were based on the Controller’s claims data for fiscal year 1998-1999
through 2000-2001.

Ms. Cruz also stated that on September 29, 2004, Governor Schwarzenegger signed Assembly
Bill 2855, which, operative January 1, 2003, eliminates the statistical reporting requirement.
Accordingly, staff limited the reimbursement period for this activity.

The final staff analysis for this item was issued on November 4, 2004, Ms. Cruz indicated that
no comments were received. However, the Department of Finance requested that this item be
removed from the consent calendar so that they could read their comments into the record. Staff
recommended that the Commission adopt the proposed amendment and authorize staff to make
any non-substantive technical corrections following the hearing.

Parties were represented as follows: Nelson Cayago, with the Department of Finance.



Mr. Cayago stated that the Department of Finance preferred that uniform costs be based on
audited claims rather that unaudited claims.

Ms. Cruz responded that the Department of Finance previously raised this argument, which staff
addressed in the analysis. She stated that use of unaudited claims had been the practice even
when claims were requested to be placed in the State Mandates Apportionment System. She
added that unaudited claims were the best information available.

Member Bames commented that there was insufficient time to go out and conduct field audits of
all claims prior to developing a cost estimate, given the thousands of claims that are filed. He
stated that as a conceptual idea, we would all like to see estimates based on audited claims.
However, as a practical matter, it just was not feasible. Chairperson Sheehan agreed.

Member Hiber made a motion to adopt the staff recommendation. With a second by
Member Lazar, the motion carried unanimously.

ADOPTION OF PROPOSED STATEWIDE COST ESTIMATES

Item 14 Pupil Promotion and Retention, 98-TC-19

San Diego Unified School District, Claimant

Education Code Sections 37252, 37252.5, 48070 and 48070.5
Statutes 1998, Chapters 742 and 743, et al. (AB 1626 and AB 1639)

Item 14 was postponed.

Member Barnes asked what the reason was for postponing the item. Ms. Higashi clarified that
one of the claimant representatives indicated that there was a plan to amend claims previously
filed, which would affect the proposed estimate. ‘

Item 15  Comprehensive School Safety Plans, 98-TC-01 and 99-TC-10
Kern High School District, Claimant
Former Education Code Sections 35294.1, 35294.2, 35294.6, and 35294.8
Statutes 1997, Chapter 736 (SB 187) and Statutes 1999, Chapter 996 (SB 334)
[Amended and Re-numbered as Education Code Sections 32280, 32281,
32282, 32286, 32288 by Statutes 2003, Chapter 828 (SB 719)]

Nancy Patton, Assistant Executive Director, presented this item. She noted that the test claim
legislation requires each school district and county office of education to develop, adopt, and
update comprehensive school safety plans that are relevant to the safety needs of each school.

Ms. Patton explained that staff developed the proposed statewide cost estimate using summary
claims data submitted by the claimants and compiled by the Controller’s Office. For fiscal years
1997-1998 through 2002-2003, 381 school districts claimed costs. The proposed estimate
included eight fiscal years for a total of over $37 million.

The final staff analysis for this item was issued on November 22, 2004, Ms. Patton indicated
that no comments were filed on the proposed estimate. However, the Department of Finance
requested that the item be removed from the consent calendar so that they could read their
concerns regarding the methodology into the record. Staff recommended that the Commission
adopt the proposed estimate.

Pariies were represented as follows: Nelson Cayago and Matt Aguilera, with the Department of
Finance; Dr. Carol Berg, with Education Cost Mandated Network; and Art Palkowitz, with the
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San Diego Unified School District.

Mr. Cayago stated that the Department of Finance preferred that the statewide cost estimate be
based on audited claims rather that unaudited claims.

Dr. Berg requested that the Department of Finance’s application to remove an item from the
consent calendar at the last minute when they do not submit written comments be denied in the
future. Mr. Palkowitz agreed.

Mr. Aguilera explained that they were just taking the opportunity to articulate their concemns via
the public hearing.

Dr. Berg argued that they should follow the protocol that the claimants were required to follow,
which is to file written comments in a proper and timely manner.

Chairperson Sheehan appreciated the comments and indicated that the Commission would take
them into consideration.

Member Lazar inquired what was a timely time frame. Mr. Starkey responded that there were
time frames for various proceedings. He suggested that if a party objects to a scheduled action,
that they notify the Executive Director right away.

Ms. Higashi noted Ms. Patton’s statement that no party filed comments during the normal
comment period for this matter.

Mr. Aguilera maintained that although the Department of Finance did not file comments, it was
just continuing to articulate its same concerns.

Chairperson Shechan suggested that they work to submit comments for the record so that the
Department of Finance’s position is reflected.

Member Lazar made a motion to adopt the staff recommendation. With a second by
Member Boel, the motion carried unanimously.

STAFF REPORTS

Item 16 Chief Legal Counsel’s Report (info)
Recent Decisions, Litigation Calendar

Paul Starkey, Chief Legal Counsel, reported that there was one new filing — the CS4C-Excess
Insurance Authority case. There were no recent decisions to report.

Regarding the litigation calendar, Mr. Starkey stated that the County of Los Angeles and

Los Angeles County Flood Control District case and the City of Artesia case have been
consolidated and will appear as one agenda item in the future. There will be a status conference
on January 31, 2005.

Item 17 Staff Report: Implementation of AB 2856 (info)

- Nancy Patton, Assistant Executive Director, reported that the governor signed Assembly Bill

2856 on September 29, 2004. Since that time, the Commission staff began implementing the
provisions of the bill:

s The first workshop was conducted on December § with the Department of Finance, State
Controller’s Office, Department of Education, and numerous claimant representatives.

s A second workshop is planned for January 27, 2005.

Jmt
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e A new test claim submission form has been proposed and staff is requesting that
comments be submitted by December 22, 2004.

e Staffis planning a rulemaking calendar and is in the process of comparing new law with
existing law, and its effect on the Commission’s regulations. The proposed rulemaking
calendar for 2005 will be before the Commission at the January hearing,.

Ttem 18 Executive Director’s Report (info/action)
Workload, Implementation of Legislation, Meetings, and Next Hearing

Ms. Higashi reported the following:

o JWorkload. Because of the reconsiderations mandated by the Legislature, the Commission’s
workload greatly increased. As reconsiderations have a statutory timeline for completion,
they have become a priority workload matter, not including matters already in progress.

e Budget and Legislation. Ms. Higashi provided brief updates about meetings she attended.
The Commission submitted a budget change proposal that is pending approval.

e Next Hearing Agenda. There will be modifications made to the next agenda.

Member Bames asked if there was a filing from Butte County. Ms. Patton responded that the
county now plans to file its SB 1033 application in mid-January.

PUBLIC COMMENT

There was no public comment.

CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE SECTIONS
11126 and 17526.

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matters pursuant to Government Code
section 11126, subdivision (e)(1):

1. San Diego Unified School District v. Commission on State Mandates, et al., Case
Number S109125, in the Supreme Court of the State of California.
CSM Case No. 02-L-02 [Pupil Expulsions]

2. State of California, Department of Finance v. Commission on State Mandates, et al.,
Case Number 03CS01069 in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-L-01 [Animal Adoption]

3. State of California, Department of Finance v. Commission on Staie Mandates, et al.,
Case Number 03CS01432in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-L-02 [Behavioral Intervention Plans)

4. San Diego Unified School District v. Commission on State Mandates, et al., Case
Number 03CS01401 in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-L-03 [Graduation Requirements IRC]

5. Castro Valley Unified School District v. Comnussion on State Mandates, et al., Case
Number 03CS01568 in the Superior Court of the State of Califcrnia, County of
Sacramento. CSM Case No. 03-L-04 [Graduation Requirements 7RC]
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6. San Jose Unified School District v. Commission on State Mandates, et al., Case
Number 03CS01569 in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-L-05 [Graduation Requirements IRC]

7. Sweetwater Union High School District v. Commission on State Mandates, et al.,
Case Number 03CS01570 in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-1.-06 [ Graduation Requirements IRC]

8. Clovis Unified School District v. Commission on State Mandates, et al., Case Number
03CS01702 in the Superior Court of the State of California, County of Sacramento.
CSM Case No. 03-L-09 [Graduation Requirements IRC]

9. Grossmont Union High School District v. Commission on State Mandates, et al., Case
Number 04CS00028 in the Superior Court of the State of California, County of
Sacramento. CSM Case No. 03-L-10 [Graduation Regquirements IRC]

10. County of Los Angeles v. Commission on State Mandates, et al., Case Number
BS087959, in the Superior Court of the State of California, County of Los Angeles.
CSM Case No. 03-L-11 [Animal Adoption]

11. County of Los Angeles and Los Angeles County Flood Control District v. State of
California, Commission on State Mandates, et al., Case Number BS089769, in the
Superior Court of the State of California, County of Los Angeles.

CSM Case No. 03-L-12 [Transit Trash Receptacles, et al.]

12. City of Artesia, et al. v. State of California, Commission on State Mandates, et al.,
Case Number BS089785, in the Superior Court of the State of California, County of
Los Angeles. CSM Case No. 03-L-13 [Waste Discharge Requirements]

To confer with and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2): ‘

* Based on existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(1).)

PERSONNEL

To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a), and 17526.

Discussion and action, if appropriate, on report from the Personnel Sub-Committee.

Hearing no further comments, Chairperson Sheehan adjourned into closed executive session
pursuant to Government Code section 11126, subdivision (e), to confer with and receive advice
from legal counsel for consideration and action, as necessary and appropriate, upon the pending
litigation listed on the published notice and agenda; and Government Code sections 11126,
subdivision (a), and 17526, to confer on personnel matters listed on the published notice and
agenda.
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REPORT FROM CLOSED EXECUTIVE SESSION

Chairperson Sheehan reported that the Comumission met in closed executive session pursuant to
Government Code section 11126, subdivision (e), to confer with and receive advice from legal
counsel for consideration and action, as necessary and appropriate, upon the pending litigation
listed on the published notice and agenda; and Government Code sections 11126, subdivision (a),
and 17526, to confer on personnel matters listed on the published notice and agenda.

ADJOURNMENT

Regarding the 2005 hearing schedule, Member Barnes suggested an early December hearing
rather than a November hearing. The other members agreed. Ms. Higashi stated that she would
check with the parties and report back to the Commission.

Hearing no further business, and upon motion by Member Boel and second by Member Lazar,
Chairperson Sheehan adjourned the meeting at 11:31 a.m.

PAULA HIGASHI
Executive Director
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STATE OF CALIFORNIA . : ARNOLD SCHWARZENEGGER, Governor

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300

SACRAMENTO, CA 95814

PHONE: (816) 323-3562

FAX: (916) 445-0278

E-mall: csminfo@csm.ca.gov

December 10, 2004

Ms. Ginny Brummels

State Controller’s Office

Division of Accounting and Reporting
3301 C Street, Suite 501

Sacramento, CA 95816

And Affected State Agencies and Interested Parties (See Enclosed Mailing List)
Re:  Amended Parameters and Guidelines

Mandate Reimbursement Process, CSM-4485

Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459

Statutes 2004, Chapter 208

Dear Ms. Brummels:

On December 9, 2004, the Commission on State Mandates adopted the enclosed amended
parameters and guidelines.

If you have any questions, please contact Tina Poole at (916) 323-8220,
Sincerely,

o - /

PAULA HIGAS H‘
Executive Director’

Enclosure
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BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE AMENDMENT TO PARAMETERS
AND GUIDELINES ON:

Statutes 1975, Chapter 486; Statutes 1984,
Chapter 1459; Statutes 1995, Chapter 303
(Budget Act of 1995); Statutes 1996, Chapter
162 (Budget Act of 1996); Statutes 1997,
Chapter 282 (Budget Act of 1997); Statutes
1998, Chapter 324 (Budget Act of 1998);
Statutes 1999, Chapter 50 (Budget Act of
1999); Statutes 2000, Chapter 52 (Budget Act
, 0f 2000); Statutes 2001, Chapter 106 (Budget
Act of 2001); Statutes 2002, Chapter 379
(Budget Act of 2002); Statutes 2003, Chapter
1577 (Budget Act 0of 2003); Statutes 2004,
Chapter 208 (Budget Act of 2004)

No. CSM-4485

Mandate Reimbursement Process

ADOPTION OF AMENDMENT TO
PARAMETERS AND GUIDELINES
PURSUANT TO GOVERNMENT CODE
SECTION 17557 AND TITLE 2, .
CALIFORNIA CODE OF REGULATIONS,
SECTIONS 1183.2 AND 1185.3.

(Adopted on December 9, 2004)

AMENDED PARAMETERS AND GUIDELINES

On December 9, 2004, the Commission on State Mandates adopted the attached Amended

Parameters and Guidelines.

\/p@LMUWU

]%jwyo4’*'

PAULA HIGASHI, Exec@five Director Date
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AMENDED PARAMETERS AND GUIDELINES

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
) Statutes 2004, Chapter 208 (Budget Act 0of 2004)

Mandate Reimbursement Process

[For fiscal year 2004-2005, these parameters and guidelines are amended, pursuant to the
requirements of: provision 8 of Item 0840-001-0001, and provision 1 of Item 8885-001-0001 of
the Budget Act of 2004 to include Appendix A.]

Adopted: November 20, 1986

First Amendment Adopted: March 26,1987
Second Amendment Adopted: Qctober 26,1995
Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted: Octaber 25, 2001
Ninth Amendment Adopted: February 27, 2003
Tenth Amendment Adopted: September 25, 2003
Eleventh Amendment Adopted: December 9, 2004

1 Mandate Reimbursement Process (CSM 4485)
December 9, 2004



I SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board of Control's authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the state,

_In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller's
Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments.

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandate cost claims. This law established
the "sole and exclusive procedure" by which a local agency or school district is allowed to claim
reimbursement as required by article XIIT B, section 6 of the California Constitution for state

- mandates under Government Code section 17552.

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the pfocedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes 1984, chapter
1459. Specifically, the Commission found that these two statutes imposed a new program by
requiring local governments to file claims in order to establish the existence of a mandated

- program ag well as to obtain reimbursement for the costs of mandated programs.

I. ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 17518, or school district as defined in
Government Code section 17519, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the prov1s1ons of
subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

2 Mandate Reimbursement Process (CSM 4485)
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Reimbursable actual costs for one fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable, Pursuant to Government
Code section 17561 (d)(1), all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the issuance of the State Controller’s claiming instructions. If the total costs
for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed, except as
otherwise allowed by Government Code section 17564.

There shall be no reimbursement for any period in which the Legislature has suspended the
operation of a mandate pursuant to state law.

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct. ”, and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requirements. However, corroborating documents cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:

A. Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims
incur state-mandated costs. The purpose of this test claim is to establish that local
governments cannot be made financially whole unless all state mandated costs -- both direct

~ and indirect -~ are reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the implementation of state-imposed mandates, all
resulting costs are recoverable,

B. Reimbursable Activities

1. Test Claims

All costs incurred by Jocal agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test
claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test claims,
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V.

developing parameters and guidelines, collecting cost data, and helping with the drafting of
required claiming instructions. The costs of all successful test claims are reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

2. Reimbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts, unless the Legislature has suspended the operation of mandate pursuant
to state law. Allowable costs include, but are not limited to, the following: salaries and
benefits, service and supplies, contracted services, training, and indirect costs.’

Incorrect Reduction Claims are considered to be an element of the relmbursement process.

Reimbursable activities for successful incorrect reduction claims include the appearance of
necessary representatives before the Commission on State Mandates to preserit the claim, in
addition to the reimbursable activities set forth above for successful reimbursement claims.

3. Training
a. Classes , ;
Include the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, registration fees, per

diem, and related costs incurred because of this mandate. (One-time act1v1ty per
employee.)

b. Commission Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem. This
does not include reimbursement for participation in rulemaking proceedings.

CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Relmbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A.

Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The
following direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours).
Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.

4 Mandate Reimbursement Process (CSM 4485) :
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2. Materials and Supplies

Report the cost of materials and stipplies that have been consumed or expended for the
purpose of the reimbursable‘activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are
withdrawn from-inventory shall be charged on an appropriate and recognized method of
costing, consistently applied.

Veadil AL

3. Contract Services

Report the name of the contractor and services performed to implement the reimbursable
activities: Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the

contract is a fixed price, report the dates when services were performed and itemize all costs
for those serv1ces

4. leed Assets and Equlpment | |

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
other than the reimbursable activities, only the pro-rata portion of the purchase price used to
implement the relmbursable activities can be claimed.

5. Travel R
Report the name of the employee traveling for the purpose of the reimbursable activities.

Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in commpliance with the rules

. of the local jurisdiction. Report employee travel time according to the rules of cost element

A.1, Salaries and Benefits, for each applicable reimbursable act1v1ty

6. Tralnmg

Report the cost of training an employee to perform the reimbursable activities, as specified in
Section IV of this document. Report the name and job classification of each employee.
preparing for, attending, and/or conducting training necessary to implement the réimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session), dates attended, and location. If the training encompasses subjects broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee training
time for each applicable reimbursable activity according to the rules of cost element A.1,

. Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of consultants who

conduct the training according to the rules of cost element A.3, Contracted Services.

. Indirect Cost Reporting

1. Local Agencies

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than
one program, and are not directly assignable to a particular department or program without
efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead
costs of the unit performing the mandate; and (2) the costs of the central government services
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distributed to the other departments based on a systematic and rational basis through a cost
allocation plan,

Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indirect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A
and B). However, unallowable costs must be included in the direct costs if they represent
activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the Claimant shall have the choice of one of the following
methodologies:

a. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

b. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing the
total allowable indirect costs (net of applicable credits) by an equitable distribution
base. The result of this process is an indirect cost rate that is used to distribute
indirect costs to mandates. The rate should be expressed as a percentage which the
total amount allowable indirect costs bears to the base selected.

2. School Districts

Indirect costs are costs that have been incurred for common or joint purposes. These costs
benefit more than one cost objective and cannot be readily identified with a particular final
cost objective without effort disproportionate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as an

indirect cost if any other cost incurred for the same purpose, in like circumstances, has been
claimed as a direct cost.

Indirect costs include: (a) the indirect costs originating in each department or agency of the
governmental unit carrying out state mandated programs, and (b) the costs of central
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governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisionally approved by the California Department of Education.

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

4. Community College Districts

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions"; (2) the rate calculated on State Controller's Form
FAM-29C,; or (3) a 7% indirect cost rate.

VI.  RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter' is subject to the-initiation
of an audit by the Controller no later than three years after the date that the actnal reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. In any case, an audit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VIIL. OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsettin g savings the claimant experiences in the same program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited

to, services fees collected, federal funds, and other state funds, shall be identified and deducted
from this claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the statute or executive order creating the mandate and the parameters and
guidelines adopted by the Commission,

! This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571, If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Commission
shall direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, and California Code of Regulations, title 2, section 1183.2.

X.  LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement
of Decision, is on file with the Commission.

(Continue to Appendix A)
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PARAMETERS AND GUIDELINES

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years
2004-2005°

A.  Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would

necessarily have been incurred for that purpose if performed by employees of the local
agency or school district. :

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not

have been accomplished w1thout 1ncurr1ng the additional costs claimed by the local agency
or school district.

B.  Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if perforimed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,

2 The limitation added by the Budget Act of 2004, Statutes 2004, chapter208, in Item 0840-001-
0001, Provision 8, and in Item 8885-001-0001, Provision 1, is shown as part A. of this Appendix.
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reimbursement is limited to.the lesser of Test (1) and/or Test (2). No reimbursement shall
be permitted for the cost: of contracted services without the submission of an estimate of
. actual costs by the local agency or school district.

10 Mandate Reimbursement Process (CSM 4485)
December 9,2004 -1(039-



-1040-

DECLARATION OF SERVICE BY MAIL

I, the undersigned, declare as follows:

‘Tam a resident of the County of Sacramento and I am over the age of 18 years, and not a

party to the within action. My place of employment is 980 Ninth Street, Suite 300,
Sacramento, California 95814.

December 10, 2004, I served the:

Amended Parameters and Guidelines
Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486

Statutes 1984, Chapter 1459

Statutes 2004, Chapter 208

by placing a true copy thereof in an envelope addressed to:
Ms. Ginny Brummels

State Controller’s Office

Division of Accounting and Reporting

3301 C Street, Suite 501

Sacramento, CA 95816

State Agencies and Interested Parties (See attached mailing list);

and by sealing and depositing said envelope in the United States mail at Sacramento,

California, with postage thereon fully paid.

I declare under penalty of perjury under the laws of the State of California that the foregoing

is true and correct, and that this declaration was executed on
December 10, 2004 at Sacramento, California. / ! g
VICTORIA so
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4100 Normal Street, Room 3159
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COMMISSION ON STATE MANDATES

NOTICE AND AGENDA'
State Capitol, Room 126
Sacrainento, 'Califomia

- September 27, 2005

9:30 AM. - CLOSED EXECUTIVE SESSION
10:00 AM. - PUBLIC MEETING AND HEARING

CALL TO ORDER AND ROLL CALL

IL CLOSED EXECUTIVE SESSION PURSUANT TO GOVERNMENT CODE
' SECTIONS 11126 and 17526. (Closed Executive Session will begin at thls time and may
be reconvened at the end of the pubhc meeting.)

A. PENDING LITIGATION

To confer witl and receive advice from legal counsel, for consideration and action, as
necessary and appropriate, upon the following matters pursuant to Government Code
section 11126, subdivision (e)(1):

New Cases

1. Yuba City Umﬁed School District v. State of Calzfo; nia, et al., Sacramento
Superior Court Case No. 05CS01237, - '
CSM Case No. 05 L-Ol [Graduation Requirements IRC]

2. John Swett Unzf ed School District v. State of Calzfornza et al., Sacramento
Superior Court Case No. 05CS01262,
CSM Case No. 05-L-02 [Graduation Requir ements, IRCY

3. West Contra Costa Unified School District, et al. v. Commission on State
© Mandates, et al., Sacramento Suf)erior Court Case No. 05CS01253
'CSM Case No. 05-L-03 [Graduation Requirements; IRC]
[Filed on behalf of 12 school districts: West Contra Costa USD, Anderson Union

High School District, Center USD, Lake Tahoe USD, Lincoln USD, Linden USD,

Novato USD, Ojai USD, Placer Union High School District, San Juan USD,
Stockton USD, Vallgjo City USD]

Other Cases

4. State of California, Department of Finance v. Commission on State Mandates,
et al., Sacramento Superior Court Case No. 03CS01069, CSM Case No. 03-L-01,
consolidated with County of Los Angeles v. Commission on State Mandates, et al.,
Los Angeles Superior Court Case No. BS087959, transferred to Sacramento
Superior Court, Case No. 05CS00865, CSM Case No. 03-L-11 [Animal Adoption]

'+ This public meeting notice is available on the Internet at http://www.csm.ca.gov.
1
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5. State of California, Department of Finance v. Commission on State Mandates,
et al., Sacramento Superior Court Case No. 03CS01432,
CSM Case No. 03-L-02 [Behavioral Intervention Plans)

6. San Diego Unified School District v. Commission on State Mandates, et al.,
Sacramento Superior Court Case No. 03CS01401,
CSM Case No. 03-L-03 [Graduation Requirements IRC)|

7. Castro Valley Unified School District v. Commission on State Mandates, et al.,
Sacramento Superior Court Case No. 03CS01568,
CSM Case No. 03-L-04 [ Graduation Requirements IRC]

8. San Jose Unified School District v. Commission on State Mandates, et al.,
Sacramento Superior Court Case No. 03CS01569,
CSM Case No. 03-L-05 [Graduation Requirements IRC]|

9. Sweetwater Union High School District v. Commission on State Mandatés, et al.,
Sacramento Superior Court Case No. 03CS01570,
CSM Case No. 03-L-06 [ Graduation Requirements IRC]

10. Clovis Unified School District v. Commission on State Mandates, et al.,
Sacramento Superior Court Case No. 03CS01702,
CSM Case No. 03-L-09 [Graduation Requirements IRC)|

11. Grossmont Union High School District v. Commission on State Mandates, et al.,
Sacramento Superior Court Case No. 04CS00028,
CSM Case No. 03-L-10 [Graduation Requirements IRC]

12. CSAC Excess Insurance Authority v. Commission on State Mandates, et al., Los
Angeles Superior Court Case No. BS092146, CSM Case No. 04-L-01 [Cancer
Presumption _for Law Enforcement and Firefighters and Lower Back Injury
Presumption for Law Enforcement], consolidated with City of Newport Beach v.
Commission on State Mandates, et al., Los Angeles Superior Court Case No.
BS095456, CSM Case No. 04-1L-02 [Skin Cancer Presumption for Lifeguards]

13. County of Los Angeles, et al. v. Commission on State Mandates, et al., Second
District Court of Appeal [Los Angeles] Case Number B183981,
CSM Case No. 04-L-03, (Los Angeles Superior Court Nos. BS089769,
BS089785) [Transit Trash Receptacles, et al./Waste Discharge Requirements)

14. Southern California Association of Governments, et al. v. Commission on State
Mandates, Sacramento Superior Court Case No. 05CS00956,
CSM Case No. 04-L-04 [Regional Housing Needs Determination-Councils of
Government)

To confer with and receive advice from legal counsel, for consideration and action, as

necessary and appropriate, upon the following matter pursuant to Government Code
section 11126, subdivision (e)(2):

» Based on existing facts and circumstances, there is a specific matter which
presents a significant exposure to litigation against the Commission on State
Mandates, its members and/or staff (Gov. Code, § 11126, subd. (e)(2)(B)(i).)

-1046-



VL

VIL

B. PERSONNEL

To confer on personnel matters pursuant to Government Code sections 11126,
subdivision (a) and 17526. Discussion and action, if appropriate, on
recommendation of Personnel Sub-Committee on:

e Appointment of Interim Chief Legal Counsel
- e Testing, Selection and Appointment of Chief Legal Counsel (CEA IV)

REPORT FROM CLOSED EXECUTIVE SESSION, RECONVENE INPUBLIC
SESSION

APPROVAL OF MINUTES (action)

Item 1 July 28, 2005
August 23, 2005

PROPOSED CONSENT CALENDAR (action)

Item 2 If there are no objections to any of the following action items designated by
an asterisk (*), the Executive Director will include it on the Proposed
Consent Calendar that will be presented at the hearing. The Commission
will determine which items will remain on the Consent Calendar.

APPEAL OF EXECUTIVE DIRECTOR DECISIONS PURSUANT TO CALIFORNIA
CODE OF REGULATIONS, TITLE 2, SECTION 1181, SUBDIVISION (c). (action)

(Note: This item is limited to appeals regarding this month’s agenda items.)

Item 3  Staff Report (if necessary)

RECONSIDERATION OF PRIOR STATEMENTS OF DECISION AS DIRECTED BY
THE LEGISLATURE IN STATUTES 2004, CHAPTER 316 (AB 2851) AND
CHAPTER 895 (AB 2855) (action)

(Note Item 5 will not be voted on unless the staff recommendation for Item 4 is
adopted )

Item 4 Sex Offenders: Disclosure by Law Enforcement Officers, 04-R1.-9715-06
Penal Code Sections 290 and 290.4, as amended by Statutes 1996, Chapters 908
(AB 1562) and 909 (SB 1378); Statutes 1997, Chapters 17 (SB 947), 80
(AB 213), 817 (AB 59), 818 (AB 1303), 819 (SB 314), 820 (SB 882), 821
(AB 290) and 822 (SB 1078); and, Statutes 1998, Chapters 485 (AB 2803), 550
(AB 2799), 927 (AB 796), 928 (AB 1927), 929 (AB 1745) and 930 (AB 1078)

Item 5 Proposed Statement of Decision

Sex Offenders: Dzsclosure by Law Enforcement Officers, 04- RL—9715 06
See Above
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VIL SET ASIDE OF PRIOR STATEMENTS OF DECISION, AND DISMISSAL OF
RECONSIDERATION AS DIRECTED BY THE LEGISLATURE IN STATUTES 2005,
CHAPTER 72 (AB 138) (action)

Item 6 Brown Act Reform, 04-R1.-4469-08, CSM-4469 and Open Meetings Act,
CSM 4257
- Government Code Sections 54952, 54954.2, 54954.3, 54957.1, and 54957.7
Statutes 1993, Chapters 1136 (AB 1426), 1137 (SB 36), and 1138 (SB 1140);
Statutes 1994, Chapter 32 (SB 752); and Statutes 1986, Chapter 1994 (AB 2674)

IX. INFORMATIONAL HEARING PURSUANT TO CALIFORNIA CODE OF
REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 8 (action)

A. ADOPTION OF PROPOSED PARAMETERS AND GUIDELINES AND |
. AMENDMENTS TO PARAMETERS AND GUIDELINES

Item 7*  The Stull Act, 98-TC-25
Denair Unified School District and Grant Joint Union High School District,
Claimants
Education Code Sections 44660 — 44665 (formerly Ed. Code §§ 13485-13490)
Statutes 1975, Chapter 1216 (SB 777); Statutes 1983, Chapter 498 (SB 813);
Statutes 1986, Chapter 393 (AB 3878); Statutes 1995 Chapter 392 (AB 729),
Statutes 1999, Chapter 4 (SB 412)

Item 8%  Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486 (AB 1375), Statutes 1984, Chapter 1459 (SB 2337);
Statutes 1995, Chapter 303 (AB 903 - Budget Act of 1995); Statutes 1996,
Chapter 162 (SB 1393 - Budget Act of 1996); Statutes 1997, Chapter 282 (AB
107 - Budget Act of 1997); Statutes 1998, Chapter 324 (AB 1656 - Budget Act
of 1998); Statutes 1999, Chapter 50 (SB 160 - Budget Act of 1999); Statutes
2000, Chapter 52 (AB 1740 - Budget Act of 2000); Statutes 2001, Chapter 106
(SB 739 ~Budget Act of 2001); Statutes 2002, Chapter 379 (AB 425 - Budget
Act of 2002); Statutes 2003, Chapter 157 (AB 1765 - Budget Act of 2003);
Statutes 2004, Chapter 208 (SB 1113 - Budget Act of 2004); Statutes 2005,
‘Chapter 38 (SB 77 - Budget Act of 2005)
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B. . SET ASIDE PARAMETERS AND GUIDELINES, AS DIRECTED BY THE
LEGISLATURE, STATUTES 2004, CHAPTER 72, (AB 138)

Ttem 9*

Ttem 10*

Brown Act Reform, 04-PGA-08 (CSM-4469) and

Open Meetings Act (CSM-4257)

Government Code Sections 54952, 54954.2, 54954.3, 54957.1, and 54957.7
Statutes 1993, Chapters 1136 (AB 1426), 1137 (SB 36), and 1138 (SB 1140),
Statutes 1994, Chapter 32 (SB 752); and

Statutes 1986, Chapter 641 (AB 2674)

Redevelopment Agencies — Tax Disbursement Reporting, 99-TC-06
Health and Safety Code Section 33672.7
Statutes 1998, Chapter 39 (SB 258)

C. SET ASIDE PARAMETERS AND GUIDELINES BASED ON STATUTES
2004, CHAPTER 316 (AB 2851)

Ttem 11%

Residential Care Services, 04-PGA-12 (CSM- 4292) (Tentative)

Welfare and Institutions Code Sections 4075, 4076, and 5705.6

Statutes 1985, Chapter 1352 (SB 155); Title 9, California Code of Regulations,
Section 549, DMH Letters No. 85-40, 86-14, 86-26, 86-30, 87

D. SET ASIDE OR AMEND PARAMETERS AND GUIDELINES BASED ON .
STATUTES 2004, CHAPTER 889, (AB 2853) AND REQUEST OF THE
STATE CONTROLLER'S OFFICE

Item 12%
Ttem 13*

Ttem 14%*

- Ttem 15*

Ttem 16*

Item 17*

Involuntary Lien Notices, 04-PGA-15 (SB 90-3891)
Statutes 1980, Chapter 1281 (AB 481)

Property Tax: Family Transfers, 04-PGA-16 (CSM-4320)
Statutes 1987, Chapter 48 (AB 47)

County Treasury Overszght Committees, 04-PGA-17 (CSM 96 365-03)
Government Code Sections 27130, 27131, 27132, 27132.1, 27132.2, 27132.3,
27132.4,27133, 27134, 27135, 27136, 27137

- Statutes of 1995, Chapter 784 (SB 866); Statutes of 1996, Chapter 156 (SB 864)

Investment Reports, 04-PGA-18 (CSM 96-358-02)

Government Code Section 53646, Subdivisions (a), (b), and (e)

Statutes 1995, Chapter 783 (SB 564) Statutes 1996, Chapter 156 (SB 864)
Statutes 1996, Chapter 749 (SB 109)

Two-Way Traffic Signal Communications, 04-PGA-19 (CSM-4504) -
Vehicle Code Section 2140

Statutes 1994, Chapter 1297 (AB 3418), Statutes 2004, Chapter 889 (AB 2853)
Misdemeanors: Booking and Fingerprinting, 04-PGA-20 (CSM-4436)

Penal Code Section 853.6
Statutes 1992, Chapter 1105 (AB 3156)
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E. SET ASIDE OR AMEND PARAMETERS AND GUIDELINES BASED ON BY
STATUTES 2004, CHAPTER 895 (AB 2855) "

Item 18*%  Pupil Exclusions, 04-PGA-28 (CSM-4457 & 4477) (Tentative)
Statutes 1978, Chapter 668 (AB 2191)

F.  SET ASIDE OR AMEND PARAMETERS AND GUIDELINES BASED ON
AMENDMENTS BY STATUTES 2004, CHAPTER 227 (SB 1102)

Item 19*%  Senior Citizens’ Mobilehome Property Tax Deferral Program, 04-PGA- 31
(SB 90-1623)
Statutes 1983, Chapter 1051 (AB 800)

G. PROPOSED AMENDMBNTS TO CALIFORNIA CODE OF REGULATIONS
TITLE 2, DIVISION 2, CHAPTER 2.5 (action)

Item 20  Adoption of Proposed Regulatory Action: Appeal of Executive Director
Decisions; Amendments to California Code of Regulations, Title 2, Chapter
2.5, Article 1. General, Section 1181 -

H. MEETING AND HEARIN G CALENDAR
Item21  Adoption of 2006 Meetmg and Hearmg Calendar
XI. STAFF REPORTS

Item 22  Chief Legal Coungel’s Report (info).
Recent Decisions, Litigation Calendar

Item 23  Executive Director’s Report (igfe/ action)
Workload, Legislation, and Mandate Reform

X1, PUBLIC COMMENT
XII. ADJOURNMENT

For information, contact:

Paula Higashi, Executive Director ’ (916) 323-8210

980 Ninth Street, Suite 300 (916) 445-0278 Fax
Sacramento, CA 95814 Email: paula.higashi@csm.ca.gov
6



Hearing Date: September 27, 2005
j'\Mandates\csm4000\4485\2005\fsa

ITEM 8

FINAL STAFF ANALYSIS :
PROPOSED PARAMETERS AND GUIDELINES AMENDMENT

Statutes 1975, Chapter 486

Statutes1984, Chapter 1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002, Chapter 379 (Budget Act of 2002)
Statutes 2003, Chapter 157 (Budget Act of 2003)
Statutes 2004, Chapter 208 (Budget Act of 2004)
Statutes 2005, Chapter 38 (Budget Act of 2005)

Mandate Reimbursement Process

EXECUTIVE SUMMARY
Summary of the Mandate

On March 27, 1986, the Commission on State Mandates (Commission) determined that

Statutes 1975, chapter 486, and Statutes 1984, chapter 1459 imposed a new program by requiring
local governments to file claims in order to establish the existence of a mandated program, as
well as to obtain reimbursement for the costs of mandated programs. The original parameters
and guidelines for this program were adopted on November 20, 1986.

The Mandate Reimbursement Process program allows local agencies and school districts to be
reimbursed for costs incurred in preparing and presenting successful test claims to the
Commission and submitting reimbursement claims to the State Controller’s Office (SCO).
Incorrect reduction claims are considered an element of reimbursement claims.

Beginning in 1995, the state budget act has included supplemental language in the support
appropriations for the SCO and the Commission. In the 2005-2006 state budget act this
supplemental language is contained in the support appropriation for the SCO. This language
addresses local reimbursement for the costs of contracting with an independent contractor. The
Commission adopted Appendix A to comply with the supplemental language.

Each year, the Commission amends these parameters and guidelines and Appendix A to
incorporate the most recently enacted state budget act. However, the amendment does not
include any other revisions enacted by subsequent legislation. Subsequent statutory revisions
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must be submitted as new test claims, and approved by the Commission before being included i 111
parameters and guidelines.'

On July 11, 2005, the 2005-2006 state budget act* was enacted. Commission staff prepared the
proposed annual amendment of the Mandate Reimbursement Process parameters and guidelines
to incorporate the Budget Act of 2005.

Staff Recommendation

Staff recommends that the Commission adopt the proposed amended parameters and gmdehnes
beginning on page 3.

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing,

! For example, Statutes 1999, chapter 643 (AB 1679) added new provisions to allow the
Commission to accept more than one test claim on the same statute or executive order. These
new provisions are not 1elmbursable under the Mandates Reimbursement Process parameters and
guidelines.

? Statutes 2005, chapter 38 (Budget Act of 2005)
-1052- 2



AMENDED PARAMETERS AND GUIDELINES

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
Statutes 26042005, Chapter 26838 (Budget Act of 26642005)

Mandate Reimbursement Process

[For fiscal year 28642005-28852006, these parameters and guidelines are amended, pursuant to

the requirements of: provision €7 of Item 0840-001-0001;end-previstont-ofHem8885-061-
066+ of the Budget Act of 26042005 to include Appendix A.]

Adopted: November 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted: October 26, 1995
Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998

Sixth Amendment Adopted: Septernber 30, 1999

Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted: October 25, 2001
Ninth Amendment Adopted: February 27, 2003

Tenth Amendment Adopted: September 25, 2003

Eleventh Amendment Adopted: December 9, 2004

Twelfth Amendment Adopted: September 27, 2005

3 Mandate Reimbursement Process (CSM 4485)
September 27, 2005
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L SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board of Control's authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the state.
In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller's
Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
goverrmments,

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandated cost claims. This law 4
established the "sole and exclusive procedure" by which a local agency or school district is

allowed to claim reimbursement as required by article XIII B, section 6 of the California
Constitution for state mandates under Government Code section 17552,

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes 1984, }
chapter 1459. Specifically, the Commission found that these two statutes imposed a new

program by requiring local governments to file claims in order to establish the existence of a
mandated program, as well as to obtain reimbursement for the costs of mandated programs.’ ’

II. ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 17518, or school district as defined in
Government Code section 17519, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

(a) A local agency or school district may file an estimated reimbursement claim by
January 15 of the fiscal year in which costs are to be incurred, and, by January 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
subdivision (b).

(b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and. January 15, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

' 4 Mandate Reimbursemeni Process (CSM 4485)
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Reimbursable actual costs for one fiscal year shall be included in each claim.- Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561 (d)(1), all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the issuance of the State Controller’s claiming instructions. If the total costs
for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed, except as
otherwise allowed by Government Code section 17564, '

There shall be no reimbursement for any penod in Wthh the Leglslature has suspended the
operation of a mandate pursuant to state law.!

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was mcurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, “I certify (or

declare) under penalty of perjury under the laws of the State of California that the foregoing is

true and correct,: ’; and must further comply with the requirements of Code of Civil Procedure |
section 2015.5. Ev1dence corroborating the source documents may include data relevant to the
reimbursable activities otherw1$e in compliance with local, state, and federal government
requirements. However, corroborating documents cannot be substlmted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the followmg activities are reimbursable:
A. Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims

incur state-mandated costs. The purpose of this test claim is to establish that local

governments cannot be made financially whole unless all state—mandated costs -- both direct \
and indirect -- are reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the implementation of state-imposed mandates, all

resulting costs are recoverable, :

B. Reimbursable Activities
1. Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successfil test claims are reimbursable, including those same costs of an unsuccessful test

' Statutes 2005, chapter 38 (SB 77), Item 8885-295-0001. Schedule 3 (£f). |

5 Mandate Reimbursémenl Process (CSM 4485)
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V.

claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following; preparing and presenting test claims,
developing parameters and guidelines, collecting cost data, and helping with the drafting of
required claiming instructions. The costs of all successful test claims are reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

2. Reimbursement Claiims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts, unless the Legislature has suspended the operation of mandate pursuant
to state law. Allowable costs include, but are not limited to, the following: salaries and
benefits, service and supplies, contracted services, training, and indirect costs.

Incorrect Reduction Claims are considered to be an element of the reimbursement process.
Reimbursable activities for successful incorrect reduction claims include the appearance of
necessary representatives before the Commission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful reimbursement claims.

3. Training
a. Classes
Include the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, registration fees, per

diem, and related costs incurred because of this mandate. (One-time activity per
employee.)

b. Commission Workshops

Participation in workshops convened by the Commission is reimbursable. Such costs
include, but are not limited to, salaries and benefits, transportation, and per diem. This
does not include reimbursement for participation in rulemaking proceedings.

CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each .
reimbursement claim must be filed in a timely manner.

A.

Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The
following direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours).

6 Mandate Reimbursement Process (CSM 4485)
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Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.

2, Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are
withdrawn from inventory shall be charged on an appropriate and recognized method of
costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the

contract is a fixed price, report the dates when services were performed and itemize all costs
for those services. ’

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
‘necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
other than the reimbursable activities, only the pro-rata portion of the purchase price used to
implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the rules
of the local jurisdiction. Report employee travel time according to the rules of cost element
A.1, Salaries and Benefits, for each applicable reimbursable activity.

6. Training

Report the cost of training an employee to perform the reimbursable activities, as specified in
Section IV of this document. Report the name and job classification of each employee
preparing for, attending, and/or conducting training necessary to implement the reimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session), dates attended, and location. If the training encompasses subjects broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee training

* time for each applicable reimbursable activity according to the rules of cost element A.1,
Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of consultants who
conduct the training according to the rules of cost element A.3, Contracted Services.

. Indirect Cost Reporting

1. Local Agencies

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than
one program, and are not directly assignable to a particular department or program without

7 Mandate Reimbursement Process (CSM 4485)
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efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead

costs of the unit performing the mandate; and (2) the costs of the central government services
distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indirect
Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital '
expenditures and unallowable costs (as defined and described in OMB Circular A-87
Attachments A and B). However, unallowable costs must be included in the direct costs if
they represent activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the €claimant shall have the choice of one of the following
methodologies: '

a. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total

- amount allowable indirect costs bears to the base selected; or

b. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing the
total allowable indirect costs (net of applicable credits) by an equitable distribution
base. The result of this process is an indirect cost rate that is used to distribute
indirect costs to mandates. The rate should be expressed as a percentage which the
total amount allowable indirect costs bears to the base selected.

2. School Districts

Indirect costs are costs that have been incurred for common or joint purposes. These costs
benefit more than one cost objective and cannot be readily identified with a particular final
cost objective without effort disproportionate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost incurred for the same purpose, in like circumstances, has been
claimed as a direct cost.
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Indirect costs include: (a) the indirect costs originating in each department or agency of the
governmental unit carrying out state mandated programs, and (b) the costs of central
governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisionally approved by the California Department of Education,

3. County Offices of Education

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Departiment of Education. .

4. Community College Districts

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions"; (2) the rate calculated on State Controller's Form
FAM-29C; or (3) a 7% indirect cost rate.

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter? is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. In any case, an audit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VII. OFFSETTING SAVINGS AND OTHER-REIMBURSEMENTS

Any offsetting savings the claimant experiences in the same program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited

to, services fees collected, -federal funds, and other state funds, shall be identified and deducted
from this claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be

% This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.

9 Mandate Reimbursement Process (CSM 4485)
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derived from the statute or executive order creating the mandate and the parameters and .
guidelines adopted by the Commission.

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571. If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Commission
shall direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

Commission. ‘

In addition, requests ntay be made to amend parameters and guidelines pursuant to Government
Code section 17557, and California Code of Regulations, title 2, section 1183.2.

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GU]])ELI_NES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, mcludlng the Statement
of Decision, is on file with the Commission.

(Continue to Appendix A)
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PARAMETERS AND GUIDELINES

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years
20642005-26652006

A.  Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims; the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims
prepared and submitted by the independent contractor, or (2) the actual costs that would

necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not

have been accomplished without incurring the additional costs clauned by the local agency
or school district.

B. Costs incurred for contract services and/or legal counsel that assist in the preparation,
submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,

> The limitation added by the Budget Act of 28042005, Statutes 280420035, chapter20838, in Item
0840-001-0001, Provision 87, and-inFtem-3895-601-0001Provistent-is shown as part A. of
this Appendix.
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reimbursement is limited to the lesser of Test (1) and/or Test (2). No reimburs ement shall
be permitted for the cost of contracted services without the submission of an estimate of
actual costs by the local agency or school district..
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August minutes. All those in favor say "aye."
MULTIPLE SPEAKERS: Aye.
CHAIRPERSON SHEEHAN: Any opposed?
(No audible response.)

CHAIRPERSON SHEEHAN: Those are adopted

unanimously.

MS. HIGASHI: And Ms. Boel I'll list as
abstention.

MS. BOEL: Yes, I abstain.

CHAIRPERSON SHEEHAN: Okay. Next item,}the

consent calendar. Any changes to the calendar?

MS. HIGASHI: We have no changes to the proposed

consent calendar. You should have it before you. It is

the blue sheet.

CHATIRPERSON SHEEHAN: It is changed, though,
what had gone out earlier.

MS. HIGASHI: 1It's changed from the original
agenda. Let me read the items just so it's clear.
Item 7, item 8, item 9, item 10, item 12, 13, 14, 15,

and 19.

from

16,

CHAIRPERSON SHEEHAN: Yeah. And items 11 and 18

are continued to our next meeting.
MS. HIGASHI: Yes.
CHAIRPERSON SHEEHAN: Is that correct?

MS. HIGASHI: Those are not in your binders.

YVONNE K. FENNER, Certified Shorthand Reporter
(916) 452-8332
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CHATRPERSON SHEEHAN: Okay.‘ All right. Are
there any objections to the proposed consent calendar?

(No audible response.)

CHAIRPERSON SHEEHAN: No? If not, we'll
entertain a motion.

MR. GLAABR: So moved.

CHAIRPERSON SHEEHAN: Mr. Glaab moves the consent

calendar.

MS. BOEL: I second.

CHAIRPERSON SHEEHAN: Ms. Boel seconds. All
those in favor say "aye."

MULTIPLE SPEAKERS: Aye.

CHAIRPERSON SHEEHAN: Any opposed?

(No audible response.)

CHAIRPERSON SHEEHAN: That i1s adopted
unanimously.

MS. HIGASHI: Thank you.

CHAIRPERSON SHEEHAN: Item No. 3, Paula.

MS. HIGASHI: There are no appeals under item
No. 3.

CHAIRPERSON SHEEHAN: Okay.

MS. HIGASHI: This brings us to item No. 4, which

is our reconsideration, Sex Offenders: Disclosure by Law

Enforcement Officers. This item will be presented by

Commission Counsel Eric Feller.

YVONNE K. FENNER, Certified Shorthand Reporter
(916) 452-8332
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this 17th day of October, 2005.
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License No. 10909
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STATE OF CALIFORNiA

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300
SAGRAMENTO, CA 95814
INE: (316) 323-3562
1 (916) 445-0278
_ E-mall: csminfo@csm.ca.gov

ARNOLD SCHWARZENEGGER, Governor

October 4, 2005

Ms. Ginny Brummels

State Controiler’s Office

Division of Accounting and Reporting
3301 C Street, Suite 501

Sacramento, CA 95816

And Aﬁ”ected State Agencies and Interested Parties (See Enclosed Mailing List)

Re:  Amended Parameters and Guidelines
Mandate Reimbursement Process, CSM-4485
Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
Statutes 1995, Chapter 303 (Budget Act of 1995)
Statutes 1996, Chapter 162 (Budget Act of 1996)
Statutes 1997, Chapter 282 (Budget Act of 1997)
Statutes 1998, Chapter 324 (Budget Act of 1998)
Statutes 1999, Chapter 50 (Budget Act of 1999)
Statutes 2000, Chapter 52 (Budget Act of 2000)
Statutes 2001, Chapter 106 (Budget Act of 2001)
Statutes 2002, Chapter 379 (Budget Act of 2002)

~Statutes.2003, Chapter 157 (Budget Act of 2003)
Statutes 2004, Chapter 208 (Budget Act of 2004)
Statutes 2005, Chapter 38 (Budget Act of 2005)

Drear Ms. Brummiels:

On September 27, 2005, the Commission on State Mandates adopted the enclosed amended
parameters and guidelines, -

If vou have ah:y duéstioﬁs ialé'a’sé contact Tina Poole at (916) 323-8220.
um ,1 t‘ly,

Qj&zw@/

P ATTLA HIGASHI
E

xecutive Director

, Enclosure ‘
Fmandates/4000/4485/2005/ppaadoptirans
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BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE AMENDMENT TO PARAMETERS "No. CSM-4485
AND GUIDELINES ON: :
.  Mandate Reimbursement Process
Statutes 1975, Chapter 486; Statutes 1984,
Chapter 1459; Statutes 1995, Chapter 303 ‘ .

(Budget Act of 1995); Statutes 1996, Chapter | ADOPTION OF AMENDMENT TO

162 (Budget Act of 1996); Statutes 1997, PARAMETERS AND GUIDELINES
Chapter 282 (Budget Act of 1997); Statutes 'PURSUANT TO GOVERNMENT CODE
1998, Chapter 324 (Budget Act of 1998); _SECTION 17557 AND TITLE 2,

Statutes 1999, Chapter 50 (Budget Act of CALIFORNIA CODE OF REGULATIONS,

1999); Statutes 2000, Chapter 52 (Budget Act | SECTIONS 1183.2 AND 1185.3.
.0f£2000); Statutes 2001, Chapter 106 (Budget '
Act of 2001); Statutes 2002, Chapter 379
(Budget Act of 2002); Statutes 2003, Chapter
1577 (Budget Act of 2003); Statutes 2004,
Chapter 208 (Budget Act of 2004); Statutes -
2005, Chapter 38 (Budget Act of 2005)

(Adopted on September 27, 2003)

AMENDED PARAMETERS AND GUIDELINES

On September 27, 2005, the Commission on State Mandates adopted the attached Amended
Parameters and Guidelines.

/,%W/ﬂ U bt 4 w5

PATULA HIGASH]I, E{;'Zecutive Director ~ Date
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AMENDED PARAMETERS AND GUIDELINES

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459
Statutes 2005, Chapter 38 (Budget Act of 2005)

Mandate Reimbursement Process

[For fiscal year 2005-2006, these parameters and guidelines are amended, pursuant to the

requirements of: provision 7 of Item 0840-001-0001 of the Budget Act of 2005 to include
Appendix A.] ’

Adopted: Novernber 20, 1986

First Amendment Adopted: March 26, 1987
Second Amendment Adopted; October 26, 1995
Third Amendment Adopted: January 30, 1997
Fourth Amendment Adopted: September 25, 1997
Fifth Amendment Adopted: October 29, 1998
Sixth Amendment Adopted: September 30, 1999
Seventh Amendment Adopted: September 28, 2000
Eighth Amendment Adopted: October 25, 2001
Ninth. Amendment Adopted: February 27, 2003
Tenth Amendment Adopted: September 25, 2003
Eleventh Amendment Adopted: December 9, 2004 -
Twelfth Amendment Adopted: September 27, 2005
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I. SUMMARY OF THE MANDATE

Statutes 1975, chapter 486, established the Board of Control's authority to hear and make
determinations on claims submitted by local governments that allege costs mandated by the state.
In addition, Statutes 1975, chapter 486 contains provisions authorizing the State Controller's
Office to receive, review, and pay reimbursement claims for mandated costs submitted by local
governments.

Statutes 1984, chapter 1459, created the Commission on State Mandates (Commission), which
replaced the Board of Control with respect to hearing mandated cost claims. This law
established the "sole and exclusive procedure" by which a local agency or school district is
allowed to claim reimbursement as required by article XIII B, section 6 of the California
Constitution for state mandates under Government Code section 17552.

Together these laws establish the process by which local agencies receive reimbursement for
state-mandated programs. As such, they prescribe the procedures that must be followed before
mandated costs are recognized. They also dictate reimbursement activities by requiring local
agencies and school districts to file claims according to instructions issued by the Controller.

On March 27, 1986, the Commission determined that local agencies and school districts incurred
"costs mandated by the state" as a result of Statutes 1975, chapter 486, and Statutes [ 984,
chapter 1459. Specifically, the Commission found that these two statutes imposed a new
program by requiring local governments to file claims in order to establish the existence of a
mandated program, as well as to obtain reimbursement for the costs of mandated programs.

I1. ELIGIBLE CLAIMANTS

Any local agency as defined in Government Code section 17518, or school district as defined in
Government Code section 17519, which incurs increased costs as a result of this mandate is
eligible to claim reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT

Pursuant to Government Code section 17560, reimbirsement for statz-mandated costs raay be
claimed as follows:

{a) A local agency or school district may file an gstimated reiminwsement ciaim by
January 15 of the fiscal year in which costs are to be incwired, and, by Jannary 15
following that fiscal year shall file an annual reimbursement claim that details the costs
actually incurred for that fiscal year; or it may comply with the provisions of
subdivision (b). '

{b) A local agency or school district may, by January 15 following the fiscal year in which
costs are incurred, file an annual reimbursement claim that details the costs actually
incurred for that fiscal year.

(c) In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 13, a local agency or
school district filing an annual reimbursement claim shall have 120 days following the
issuance date of the revised claiming instructions to file a claim.

Mandnte Reimbnrsenen! Frocess (CSW 4488)
Sepleraber 27, 2005
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Reimbursable actual costs for one fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561 (d)(1), all claims for reimbursement of initial years’ costs shall be submitted
within 120 days of the issuance of the State Controller’s claiming instructions. If the total costs

~ for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed, except as

otherwise allowed by Government Code section 17564.

There shall be no reimbursement for any period in'which the Legislature has suspended the
operation of a mandate pursuant to state law.’

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct, ” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requirements. However, corroborating documents cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate,

" For each eligible claimant, the following activities are reimbursable:

A, Scope of Mandate

Local agencies and school districts filing successful test claims and reimbursement claims
incur state-mandated costs. The purpose of this test claim is to establish that local
governments cannot be made financially whole unless all state-mandated costs -- both direct
and indirect -- are reimbursed. Since local costs would not have been incurred for test claims
and reimbursement claims but for the implementation- of state-imposed mandates, all
resulting costs are recoverable.

B. Reimbursable Activities
1. Test Claims

All costs incurred by local agencies and school districts in preparing and presenting
successful test claims are reimbursable, including those same costs of an unsuccessful test

! Statutes 2005, chapter 38 (SB 77), Item 8885-295-0001, Schedule 3 (ff).
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claim if an adverse Commission ruling is later reversed as a result of a court order. These
activities include, but are not limited to, the following: preparing and presenting test claims,
developing parameters and guidelines, collecting cost data, and helping with the drafting of
required claiming instructions. The costs of all successful test claims are reimbursable.

Costs that may be reimbursed include the following: salaries and benefits, materials and
supplies, consultant and legal costs, transportation, and indirect costs.

2. Reimbursement Claims

All costs incurred during the period of this claim for the preparation and submission of
successful reimbursement claims to the State Controller are recoverable by the local agencies
and school districts, unless the Legislature has suspended the operation of mandate pursuant
to state law. Allowable costs include, but are not limited to, the following: salaries and
benefits, service and supplies, contracted services, training, and indirect costs.

Incorrect Reduction Claims are considered to be an element of the reimbursement process.

Reimbursable activities for successful incorrect reduction claims include the appearance of
néecessary representatives before the Commission on State Mandates to present the claim, in
addition to the reimbursable activities set forth above for successful reimbursenient claims.

3. Training
~a. Classes

Include the costs of classes designed to assist the claimant in identifying and correctly
preparing state-required documentation for specific reimbursable mandates. Such costs
include, but are not limited to, salaries and benefits, transportation, registration fees, per
diem, and related costs mcun ed because of this mandate. (One-time activity per
employee.) '

b. Commission Workshops

~ Participation in wmkshops convened by the Commission is reimbursable. Such costs
include, but ‘are ot limited to, salaries and benefits, transportation, and per diem. This
does not include reimbursement for participation in rulemaking proceedings.

" CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements.must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be ﬁled na tnnely manner.

.. Direct Cost Rewortmg

Direct costs are those costs incurred specifically for the reimbursable activities. The:-
following direct:-costs are eligible for reimbursement. ’

1. Salaries and Benefits

Report each employee ilhplem enting the reimbursable activities by name, job classification,
and productive hourly rate (total wages and related benefits divided by productive hours).

4 ‘ Mandate Reimbursement Process (CSM 4485)
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Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are

withdrawn from inventory shall be charged on an appropriate and recognized method of
costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the

contract is a fixed price, report the dates when services were performed and itemize all costs
for those services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for purposes
other than the reimbursable activities, only the pro-rata portion of the purchase price used to
implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the rules
of the local jurisdiction. Report employee travel time according to the rules of cost element
A.1, Salaries and Benefits, for each applicable reimbursable activity.

5. Training

Report the cost of training an employee to perform the reimbursable activities, as specified in
Section IV of this document. Report the name and job classification of each employee
preparing for, attending, and/or conducting training necessary to implement the reimbursable
activities. Provide the title, subject, and purpose (related to the mandate of the training
session), dates attended, and location. If the training encompasses subjects broader than the
reimbursable activities, only the pro-rata portion can be claimed. Report employee training
time for each applicable reimbursable activity according to the rules of cost element A.1,
Salaries and Benefits, and A.2, Materials and Supplies. Report the cost of consultants who
conduct the training according to the rules of cost element A.3, Contracted Services.

. Indirect Cost Reporting

1. Local Agencies
Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than
one program, and are not directly assignable to a particular department or program without

5 - Mandate Reimbursement Process (CSM 4485)
September 27, 2005



efforts disproportionate to the result achieved. Indirect costs may include both (1) overhead
costs of the unit performing the mandate; and (2) the costs of the central government services
distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure ,
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of direct labor, excluding fringe benefits, or preparing an Indirect

Cost Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant Chooses to prepare an ICRP, both the direct costs,(as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB Circular A-87
Attachments A and B). However, unallowable costs must be included in the direct costs if
‘they represent activities to which indirect costs are properly allocable.

The distribution base’fmay be (1) total direct costs (exclu’ding capital"“‘expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating.an ICRP, the claimant shall have the choice of one of the following
methodologies: X

a. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by ) classifying a department’s
total costs for the base period as either direct or indirect, and (2) d1v1d1ng the total
.allowable indirect costs (net of applicable credits) by an équitable distribution base.’
The result of this process is an indirect cost rate whlch is used to distribute indirect
costs to'mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

b. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department’
into groups, such as divisions or sections, and then classifying the division’s or
section’s tota] costs for the base period as either direct or indirect, and (2) d1v1dmg the
total allowable indirect costs (net of applicable credits) by an equitable distribution
base. The result of this process is an indirect cost rate that is used to distribute
indirect costs to mandates. The rate should be expressed as a percentage. which the
total amount allowable indirect costs bears to the base selected.

2. School Districts . -

Indirect costs are costs that have been incurred for common or joint purposes. These costs
benefit more than’one cost objective and cannot be readily identified with a particular final
cost objective without effort-disproportionate to the results achieved. After direct costs have
been determined and assigned to other activities, as appropriate, indirect costs are those
remaining to be allocated to benefited cost objectives. A cost may not be allocated as an
indirect cost if any other cost incurred for the same purpose, in like circumstances, has been
claimed as a direct cost.

e Y oar. 6 Mandate 1\’etmb11/su 1en! Process (CSM 4485)
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Indirect costs include: (a) the indirect costs originating in each department or agency of the
governmental unit carrying out state mandated programs, and (b) the costs of central
governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost
rate provisionally approved by the California Department of Education.

3. County Offices of Education ‘
County offices of education must use the J-580 (or subsequent replacerrient) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

4. Community College Districts

Community colleges-have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions"; (2) the rate calculated on State Controller's Form
FAM-29C; or (3) a 7% indirect cost rate.

- VL. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter” is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last arnended Wh1cheve1 is later. However, if no funds are appropriated or no
payment is made to a claunant for the program for the fiscal year for which the claim is filed, the

. time for the Controller to initiate an audit shall commence to run from the date of initial payment

of the cla1m In any case, an audit shall be completed not later than two years.after the date that

‘the audit is commenced. All documents used to support the reimbursable activities, as described

in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VI. OFFSETTING SAVINGS AND REIMBURSEMENTS

Any offsetting savings the claimant experiences in the samie program as a direct result of the
same statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited

to, services fees collected, federal funds, and other state funds, shall be identified and deducted
from this claim.

'VIII, STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be

2This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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derived from the statute or executive order creating the mandate and the parameters and
guidelines adopted by the Commission.

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for reimbursement
of mandated costs pursuant to Government Code section 17571. If the Commission determines
that the claiming instructions do not conform to the parameters and guidelines, the Conumnission
shall direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the

Commission.

In addition, requests may be made to amend parametérs and guidelines pursuant to Government
Code section 17557, and California Code of Regulations, title 2, section 1183.2.

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, mcludmg the Statement
of Decision, is on file with the Commission. :

(Continue to Appendix A)

- 8 Mandate Reimbursement Process (CSM 4485)
' September 27, 2005
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PARAMETERS AND GUIDELINES

Statutes 1975, Chapter 486
Statutes 1984, Chapter 1459

APPENDIX A

Limitation on Reimbursement for Independent Contractor Costs During Fiscal Years
2005-2006’

A.  Ifalocal agency or school district contracts with an independent contractor for the
preparation and submission of reimbursement claims, the costs reimbursable by the state
for that purpose shall not exceed the lesser of (1) 10 percent of the amount of the claims

‘prepared and submitted by the independent contractor, or (2) the actual costs that would

necessarily have been incurred for that purpose if performed by employees of the local
agency or school district.

The maximum amount of reimbursement provided in subdivision (a) for an independent
contractor may be exceeded only if the local agency or school district establishes, by
appropriate documentation, that the preparation and submission of these claims could not

have been accomplished without incurring the additional costs claimed by the local agency
or school district.

B. Costs incurred for contract services and/or legal counsel that assist in the preparation,

- submission and/or presentation of claims are recoverable within the limitations imposed
under A. above. Provide copies of the invoices and/or claims that were paid. For the
preparation and submission of claims pursuant to Government Code sections 17561 and
17564, submit an estimate of the actual costs that would have been incurred for that
purpose if performed by employees of the local agency or school district; this cost estimate
is to be certified by the governing body or its designee.

If reimbursement is sought for independent contractor costs that are in excess of

[Test (1)] ten percent of the claims prepared and submitted by the independent contractor
or [Test (2)] the actual costs that necessarily would have been incurred for that purpose if
performed by employees or the local school district, appropriate documentation must be
submitted to show that the preparation and submission of these claims could not have been
accomplished without the incurring of the additional costs claimed by the local agency or
'school district. Appropriate documentation includes the record of dates and time spent by
staff of the contractor for the preparation and submission of claims on behalf of the local
agency or school district, the contractor's billed rates, and explanation on reasons for
exceeding Test (1) and/or Test (2). In the absence of appropriate documentation,

* The limitation added by the Budget. Act of 2005, Statutes 2005, chapter 38, in Ttem 0840-001-
0001, Provision 7, is shown as part A. of this Appendix.

R o 9 Mandate Reimbursement Pracess (CSM 4485)
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reimbursement is limited to the lesser of Test (1) and/or Test (2). No reimbursement shall
be permitted for the cost of contracted services without the submission of an estimate of
actual costs by the local agency or school district.

10 Mandate Retimbursemen! Process (CSM 4485)
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STATE OF CALIFORNIA : : GEORGE DEUKMEJIAN, Governor

COMMISSION ON STATE MANDATES

1025 P STREET, ROOM 177
SACRAMENTO, CA 95814

FILE COPY

January 8, 1986

Paul Robinson

County of Fresno

P.0. Box 1247

Fresno, CA 93715-1247

Re: CSM-4204
County of Fresno ‘
(Chapter 486, Statutes of 1975 and Chapter 1459, Statutes of 1984)
Mandate Re1mbursement Process

Dear Mr. Robinson:

I am writing in response to our earlier telephone conversation, concerning the
hearing on the above entitled claim. As you already know, the Department of
Finance and the State Controller's Office have stated that they will not be
able to respond to your test claim in time for the commission's February
hearing. Because it was unlikely that the commission would hear the claim

\ with no departmental recommendations, the claim will be heard on March 27,
1986. This hearing will take place at 10:00 a.m. in Room 2040, State Capitol,
Sacramento, California.

As a result of rescheduling the hearing date, state agency recommendations are
now due on January 30, 1986 and rebuttals from the claimant are due on
February 20, 1986. Claimants and state agencies should note that they are
required to submit all information including arguments, declarations, laws,
and evidence being reTied upon, to support their position by the due dates
shown. If substantial new evidence or argument either oral or written, is
presented at the hearing a probable consequence will be the continuation of
the claim to a subsequent hearing. The continuation will be required in order

to allow the opposing party and commission staff the opportun1ty to review the
.new information.

If you have any further questions, or concerns, please do not hesitate to
. contact me.

Sincerely,
///%/ e
WLN/ N

Program Ana yst

SRL:cc:0810A

cc: Jim Apps, Department of Finance--Recommendation due: 1/30/86
Glen Beatie, State Controller's Office-~Recommendation due: 1/30/86
Lyle Defenbaugh, Legislative Analyst's Office
Carol Hunter, Attorney General's Office
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Gary W. Peterson

Aunditor-Controller/Trcasurerr

RECEIVED

FEB 1 8 1986

COMMISSION ON
STATE MANDATES

February 14, 1986

Mr. Stephen R. Lehman

Program Analyst

Commission on State Mandates
1025 "P" Street, Room 177
Sacramento, California 95814

Dear Mr. lLehman:

As requested, attached is Fresno County's response to the
comments by the State Controller and the Department of Finance to
CSM-4204, our test claim dealing with the Mandate Reimbursement
Process. Their analyses have not altered our position that the
costs associated with this process should be reimbursed.

If you have any futher questions or comments in this regard,
please contact Paul Robinson in our Costs/Grants Division at
(209) 488-3496.

Sincerely,

}%ﬂ .

Gary W/ Peterson
Auditor-Controller/Treasurer

GWP:PR:kmg
Attachments:

A - Response to the State Controller and Department of
Finance Analyses of Claim No. CSM-4204

B - Chapter 1406, Statutes of 1972

C - Opinion of Peter A. Baldridge

C - Attorney General's Opinion No. 85-502

E - Legislative Analyst's Analysis of Proposition 4

cc: Vincent McGraw, County Counsel
Thomas Gardner, County Administrative Office

P.0. Box 1247/Fresno, California 93715-1247/(R09) 488-3496
Equal Employment Opportunity — Alfimuative Action — Handicap Employer _ 1 087 -

3383%



-1088-

RESPONSE TO THE STATE CONTROLLER AND DEPARTMENT OF
FINANCE ANALYSES OF CLAIM NO. CSM-4204

In response to the December 5, 1985, letter from the Commissiaon
on State Mandates, representatives of the Department of Finance
and the State Controller have recaommended that Claim No. CSM-4204
from Fresno County regarding the Mandate Reimbursement Process
(Chapter 486/75 and 1459/84) be denied. The justification for
this negative reaction appears to be based primarily on two
theories: (1) that the reimbursement process was establised
prior to January 2, 1973, and (2) that the statutory process is
permissive, not mandatory.

The purpose of this response is to rebut these allegations and to

reiterate Fresno County's contention that reimbursement of
claiming costs is both legally and morally required.

The Pre-1973 Process

1. One of the contentions is that the basic claiming process was
actually established by Chapter 1406, Statutes of 1972; and
since this law was not "mandated by legislative action after
January 1, 1973," any new claiming costs mandated by the
State need not be reimbursed. First, we do not agree that
Chapter 1405 is relevant in this regard. (This point is
discussed in more detail below.) However, even if it were,
the language of the applicable sections indicate that
claiming cost should have been paid even under that law; and
failure to do so resulted not from a strict interpretation of
the code but from discriminatory policies that remain
inconsistent with related administrative procedures.

Chapter 1406, the "Property Relief Act of 1572" featured many
legal revisions. One was the addition of Chapter 1.5 to Part
4 of Division 1 of the Revenue and Taxation Code. Included
within that addition was section 2164.3, which alone
discussed state-mandated programs. This section stated, in
relevant part, that the "state shall pay ... for the full
costs™ (underlining added) of mandated programs. It is our
contention that "full costs" means exactly what it says --
all costs (direct, indirect, proximate) resulting from
mandates; and claiming costs are a direct result of this

process. I.e., but for each mandate, no claiming costs would
arise.
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Support for this contention is even found in state
reimbursement policies for similar programs. For example,
claiming costs are paid by the Controller for cases under
Penal Code Section 4700, although the language of that
section is arguably more restrictive than Section 2164.3. 1In
a memo dated January 7, 1986, Peter A. Baldridge declared
that claiming cost should be treated as "direct costs." Not
only does that mean that the claim preparation costs incurred
by the County employees must be paid by the state, but
"reimbursement for the costs incurred by the county for claim

preparation by private consultants appears to be legally
authorized."l”

We contend that the opinion of Mr. Baldridge is correct, that
claiming costs are indeed direct costs, and that direct costs
must be reimbursed -- even under the language of Chapter 1406.

2. Even though Chapter 1406/72 supports Fresno County's request
for reimbursement, it is the events since 1973 that have
primarily affected local agencies. First, Chapter 14D6's
mandate language was limited in nature and intended to
compensate local agencies for revenue losses resulting from
other changes contained in that legislation. Subseguent laws
revised the scope and complexity of the claiming process by
imposing new costs and duties upon local agencies. For
example, the current claiming instruction for Underground
Storage Tanks (No. 86-1) is 31 pages in length and may
require the use of a professional consultant if all its
technicalities are to be correctly addressed. Both these
procedures and the resulting cost impact were created after
1973. In fact, there are cases where local agencies have not
submitted claims because the filing costs are prohibitive.

In short, without reimbursement of these direct costs which
will be incurred only because of the mandated program, some
agencies will not be able to obtain the reimbursement they
are constitutionally entitled to receive.

Second, whatever claiming procedures may have been enacted
prior to 1973, they cannot be used to disclaim new costs
resulting from subseguent state activity. The claiming
process becomes a part of each new act. Each new program is
a new mandate. The claim costs and procedures are likewise
new and unique. Indeed, new parameters and guidelines, new
claiming instructions, and new county activities are incurred
with each new program or higher level of service; and as
such, they require a higher level of county activity and
increased costs in and of themselves.

-1089-
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Third, even if one were to (incorrectly) contend that Chapter
1406 is relevant, it applied only to specific situations.
According to the Department of Finance's own analysis, the
law had nothing to do with unfunded mandates and, as such,
all costs related to those programs are caused by subseqguent
laws. The concept of funded and unfunded mandates should not
be treated as inseparable Siamese twins just because both
programs eventually require claims to be filed with the
Controller. At a minimum, Finance's assertions confirm that
test claim cost resulted from post-1973 legislation.

Fourth, whatever procedures may have existed before were
revoked by Proposition 4. With the enactment of Article XIII
B, the constitution, not the legislature, defined mandate
obligations.2/ Just as voluntary county programs that are
subsequently mandated by the state become reimbursable, so
the constitution supplanted the legislature's funding
discretion and made reimbursement of these cases mandatory.
The effect was the same as though the legislature had enacted
a law in 1972, repealed it in 1974, and then enacted similar
provisions in 1975. Even if the language of the 1975 law
were the same as the 1972 version, it would now be a
reimbursable mandate even if the older version (because of
it's date) were not. In short, the state may not pass a new
law that is the same as or an addition to a pre-1973 code
and, in so doing, absolve itself of financial

responsibility. Thus, a break in the continuity of action -
however brief or theoretical -~ creates a new law; and that is
what the passage of Article XIII B did to the prior SB-90
process. (This fact appears to be conceded by the
legislature in its Government Code Section 17552 segregation
of mandates enacted after January 1, 1975, from older laws.)

Fifth, since Article XIII B was enacted by the voters, not
the legislature, it cannot be stated that reimbursement of
claiming costs was unintended. From the electorate's
standpoint, payment of claiming costs could have been assumed
to be part of this process. After all, taxpayers are
familiar with the need to comply with state laws; and they
also know that costs incurred in the preparation, for
example, of income tax returns will be offset as a
deduction. 1In addition, as found in Attachment E, the
Legislative Analyst explained to the voters that "new
programs or higher levels of services" meant that the state
was required to pay for "local costs incurred as a result of
state mandates" (underlining added); and claiming costs are
definitely a result of each new mandate. Therefore, since
these costs have not been specifically excluded in the
language of Article XIII B nor in any of the mandate
statutes, they should be reimbursed.
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Sixth, the statutes listed as the basis for this test claim
established new and added procedures not mandated before.
The Controller points to Section 18.6 of Chapter 486, which
espouses the legislature's intent that "the provision of
Section 2207 as added to the Revenue and Taxation Code by
this act are declaratory of existing law." However, this
does not mean that this chapter was not a mandate. First,
the legislature's declaration is self-serving and not
conclusive. The guestion is not whether the legislature

“intended to create a mandate but rather whether it actually

created one. The courts have found mandates even when the

legislature claimed there were none.3/ Second, even if the

declaration were accepted at face value, it applies only to
Section 2207. That section merely defines "costs mandated by
the state," it has nothing to do with the new procedures
established for reimbursing that process. Contrary to the
Controller's allegation, by not including any other sections
in this disclaimer, the legislature actually affirmed that
the new process was not part of the existing law. Third, the
Legislative Counsel's analysis of Chapter 486 (AB 1375)
specifically states that it changes existing law "by
establishing a new procedure for laocal agencies to make

claims for reimbursement against the state" (underlining
added).

Mandatory Nature of the Claims Process

In language reminiscent of the death sentence appeals of Caryl
Chessman, it has been alleged that claiming cost are the fault of
the county. That is, if you don't want the costs, don't file the
claims. We disagree with the contention that this is a voluntary
process.

1.

The reimbursement process is mandatory upon the state.
Article XIII B uses the term "shall" when talking about the
subvention of mandate funds. The only "permissive" instances
relate to mandates enacted prior to January 1, 1975, and to
the two other constitution exceptions that do not apply to
this claim.

The language of the mandate statutes enacted after 1973
intend a mandatory process. For example, the Revenue and
Taxation Code establishes when claims must be filed4/ and
dictates financial penalties for delinquent claims.2/ It
complicates the claiming process by requiring offsets for
cost savings.é Indeed Section 2131(d) uses the mandatory
"shall" language when talking about local agencies having to
submit claims in the form required by Section 2218.5; and
Section 2231 specifically states, "Claims for direct and
indirect costs ... shall be filed in the manner prescribed by
the State Controller." Similar language is found in the new

3368%*

-1091 -



-1092-

Government Code provisions; e.g., Section 17552 states that
its chapter shall provide the sole and exclusive procedure by
which a local agency ... may claim reimbursement for costs
mandated by the state ...." Similarly, Section 17555 states
that claims "shall be submitted in a form prescribed by the
cammission.” (Underlining added).

If local agencies do not submit claims as required by
legislature, they will not get paid; and if they are not
paid, the law is no longer enforcable. 1In short, the burden
of paying for mandates is entirely the responsibility of the
state, and the constitution does not authorize the shifting
of any part of the cost to the local agencies. Whatever
procedures are dictated for that purpose must be paid for by
the state. To argue otherwise is to endorse anarchy.

Miscellaneous Factors

Finance expressed concern that "clearly frivolous claims"
might be submitted and paid for by the State if the claiming
process were declared a mandate. This need not be the case.
Even now the Commission's regulations stipulate that it may
charge the costs of certain reviews to the unsuccessful
requesting agency.?/ Also, in civil actions, it is the
winning party that may recover its legal costs, not the
loser.8/ Since these costs would not have been incurred

but for the state's failure to voluntarily obey the law and
since proceedings for cost recovery tend to be guasi-judicial
in nature, the state should foot the bill when county
allegations are affirmed.

Finance also states that administrative procedures are
required to prevent a gift of public funds under Article XVI,
Section 6. Again we have no objection to the state
fulfilling its constitutional requirements, but nowhere in
that section does it specify that claims must be submitted.
Nor does 1t direct that the procedures that are developed
must be paid for by anyone other than the state. Hence, the
state may develop reasonable procedures for obeying the law,
but it may not make local agencies pay for them.

Finance states that "there is no reguirement that local
entities submit claims to the CSM."™ This is clearly
incorrect. Chapter 1459, through Government Code Section
17552, states that its chapter "shall provide the sole and
exclusive procedure by which a local agency or school
district may claim reimbursement for costs mandated by the
state". The allegation that remedial legislation is an
alternative is not only impractical, but it ignores the
legislature's own directive.
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4., The Department of Finance also implies in its response that
since the state's procedures are '"reasonable", there is no
mandate. If reasonableness were a criteria, then one might
conclude that unreasonable procedures would be reimbursable;
and there are grounds for arguing that the current claiming
maze is unreasonable. Fortunately, reasonableness is
irrelevant to the mandate criteria; i.e., Article XIII B does
not exempt reasonable mandates from its reimbursement
directive. All mandate procedures must be reimbursed,
whether reasonable or not.

5. Furthermore Department of Finance points to the new
Apportionment System in defending the state's attempt to
reduce the complexity and costs of the mandate reimbursement
process. In so doing, however, it merely supports our
contention that other means were available to provide the
reimbursement required by Article XIII B. 1In short, the
state selected the procedures which local agencies must
follow and, therefore, the state must pay for the resulting
costs.

6. Finance even describes the claiming process as merely "a
mechanism for the orderly transfer of funds," one that
allegedly does not involve any "programmatic change or
increase." This assertion states a common mandate
misconception, i.e., that the new program or higher level of
service relates to the product being conferred on the
ultimate recipient. In actuality, reimbursement is based on
the action required by the provider (i.e., the local agency)
regardless of whether any gualitiative benefits result.

In this same regard, even if one were to assume that the
claiming process were not a mandate in and of itself, the
claiming requirement nevertheless merges with each new
state-mandated program that goes into effect. As such, the
claim laws become a catalyst mandating new costs and duties
on local agencies. They are, in the words of Chapter 1459,
one of the "costs incurred as a result of a mandate"
(underlining added), which the law requires to be reimbursed
as the "costs arising from a statute" mandating a new program
or higher level of service.9/

Conclusion

1. The mandate claiming process is a procedure selected by the
state to fulfill both its legislative and constitutional
requirements. Claiming costs are the direct result of the
mandate system and, therefore, must be reimbursed to the
local agencies.

nog -1093-
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The state is not excused from this obligation because of
earlier laws. Not only does Chapter 1406/72 regquire the
payment of claiming cost but subsequent changes produced new
procedures mandating reimbursable activities from the
claiming entities.

The claiming process is not voluntary. The state's
requirements are mandated by the constitution. Similarly,
the directives adopted by the legislature require local
agencies to use only those claiming procedures developed by
the State Controller and the Commission on State Mandates.

3368*



Declaration

I, Paul Robinson, a Senior Accountant for the Auditor-Controller/
Treasurer's Office, certify under penalty of perjury that the
foregoing is true and correct of my own knowledge, except as to
matters which are therein state as information and belief; and as
to those matters, I believe them to be true.

% s ey JL

Signature Date

z222Q%
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Footnotes

1. See page C-2.

2. 68 0Ops. Cal. Atty. Gen. 246,

3. See, for example, City of Sacramento v. State (App. 3 Dist.
1984) 203 cal. Rpt. 258, 156 C.A. 3d 182.

4, Revenue and Taxation Code Section 2218.5.

5. Revenue and Taxation Code Section 2238.

6. Revenue and Taxation Code Section 2256.3.

7. See, for example, Section 1184.11(c) of the new regulatians.

8. E.g., Code of Civil Procedure Section 1031.

9. Government Code Section 17610.
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CHAPTER 1406, STATUTES OF 1972
SECTION 2164.3

2962 STATUTES OF CALIFORNIA [ Ch. 1406

Finatee iay request datu from any government jurisdiction to be
used to prepure the population estimate required by this section. The
department may develop, or contract for the development of,
additionual information if, in the opinion of the department, such
udditionul information muy make an estimute feasible.

I any jurisdiction fails to supply the requested data, the
Department of Finance is not required to provide an estimate for
that jurisdiction, but may do so using the method deemed most
uppropriate by the Department of Finance.

2164. The state shall unnually reimburse cities and counties for
sales or use tax exemptions enacted into law after the effective date
of this act. The reimbursement shall be made, when appropriated by
the Legislature as follows:

(u) For each legislative bill which includes a sales or use tax
exemption, the Director of Finance shall estimate the yearly net loss
of revenue to local government due to the bill.’

(b) Twenty percent of the local net loss shall be distributed to the
counties in the same ratio as the total amount of sales and use taxes
collected in each county is to the whole. This amount of money shall
be used for the purposes specified in Chapter 1400 of the Statutes of
the 1971 Regular Session.

(c) Eighty percent of the locul net loss shall be distributed ta
rities, counties and cities and counties in the same ratio as the
distribution of the cigarette tax money as specified in Section 30462
for cities, counties, and cities and counties.

{d) The distribution made under this section shall be made at the
sume time and in the same manner as such cigarette tax distributions,

(e) Any legislation which proposes a sales or use tax exemption
but does not contain an appropriation as described in this section
shall be null and void.

2164.3. (n) The state shall pay to each county, city and county,
city und special district un amount to reimburse the county, city und
county, city or special district for the full eosts, which ure mundated
by ucts enacted after January 1, 1973, of uny new state-mandated
program or any increased level of service of an exsting mandated
program. ’

(b) Any new state program or increased level of service of an -

exising mandated program, which is mandated by legislative action
after January 1, 1973, shall include provisions within the bill which
provide an amount sufficient to cover the total cost of the mandated
program for all affected counties, cities and counties, eities, and
speciul districts, as estimated by the Department of Finance, This
amount shall be appropriated to the Controller for disbursement.
The Controller shall allocate the funds ‘among counties, cities,
cities und counties, and special districts for each mandated program
bused upon claims submitted within 45 days after the operative date
of the mandate by the approprinte locul governinent jurisdictions.
Such claims shall be based on the appropriate local governmental
jurisdiction’s estimate of its cost for the mandated program for the
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fiscul vear, The Controller may review claims and may reduce those
which appear to be excessive or unreasonable.

The allocations to the appropriste local jurisdictions shall be made
by the Controller in accordance with the provisions of each bill
which mandates additional cost. “

{c} For subsequent fiscal years, with respect to the costs of any
mandated costs as defined in subdivision' (a), the Controller shall
ullocate funds to each appropriate local government jurisdiction to
reimburse for such costs. )

Claims shall be submitted by affected local governmental
jurisdictions by Qctober 31 and, after review and adjustments, shall
be pnid at the time or times provided in each bill which mandates
additional cost. )

The claims shall include the actuul cost for the prior fiscal year and
the estimated cost for the current fiscul year. The Controller may
reduce any claim for the current fiscal year which nppear to be
excessive or unreasonable. The Contraller shall adjust the puyment
for the current fiscal yeuar to the local government to correct for the
underpayment or overpayment of the estimated cost of the
mundated cost in the prior fiscal year. The Contraller may audit the
records of any local government jurisdiction to verify the actual costs
of state-mancated programs.

(d) The state shall pay to each county, city and county, city and
speciul district, the full costs of u new progruin or increased level ol
service of an existing program mundated by any state executive
regulation issued after January 1, 1373. The costs of any such
cxecutive regulation shall be estimated by the Department of
Finance. Cities, cities and counties, counties, and special districts
shull be reimbursed in the same manner as provided in subdivisious
tb) and (c).

(e) “Increased level of service” means any requirement
mandated by state law or executive regulation after January 1, 1973.
'which makes necessury expanded or udditional costs to a county, city
and county, city, or special district.

{f) If a city, city and county, county or special district has been
providing a service or program at its option which is subsequently
mundated by the stute, the state shall pay such local governmental
jurisdiction for such mandated service or program, and the locul
governmental program, und the locul governmentul jurisciction shall
reduce its property tax rate by the amount that the state payment
replaces property tux revenues which were being expenced on such
service or program. .

2184.5. Any funds received by n unit of local govermment
pursuant to this chapter nuy be used for any loeal purpose of sueh
unit and may, but need not necessurily, be used for purposes of
reneral interest and benefit to the state.

490 411575 w47
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: OPINION OF PETER A. BALDRIDGE
ON THE REIMBURSABILITY OF CLAIMING COSTS

State of Calilorn Xanneth Cory, State Controtiar

To . W. C. Chan . Data: January 7, 1986

From : Peter A. Baldridge

Subject: Claim Preparation and Holding Cell Costs -- Penal Code § 4700

This memo responds to two opinion requésts dated
Novenber 20, 1985, regarding reimbursement under Penal Code
Sections 4700, 4700.2, 4700.5 and 6005,

You asked whether:

1. the cost of claim preparation performed by a consultant
under contract is reimbursable and, if so, is reimbursement
authorized to the extent that the amount cleimed exceeds
the cost that would have been incurred if county personnel
performed the same function?

2. the cost of holding a state inmate in a courthouse
"holding cell" during the proceeding is reimbursable and,

if so, could the costs be determined in like manner as the
*paily Jail Rate"?

Section 4700, subsection(a), autherizes cities and counties
in specified proceedings related to state prisoners to send to
the Controller for reimbursement a statement of ®"all the costs
incurred by the gounty or ecity . . . for the preparation of the
trial, pretrial hearing, and actual trial of such case . .
[and] all guardlqg and keeping of such prisoner, while away
from the prison —

subsections (c) and (e) of Section 4700 provide:

Audito

Admmu\
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Page 2
January 7, 1986

*{c) The Controller shall reimburse the county
or city for costs of prosecution based upon all
- operating costs of the county or city incurred in the
prosecution of the case, 1ncludlng a proportional
allowance for overhead . . .

*(e) The cost of detenticn in a county or city
correctional facility shall include the same cost
factors as are utilized by the Department of
Corrections in determining the cost of prisoner care
in state correctional facilities." (Emphasis added.)

Sections 4700.2, 4700.5 and 6005 similarly authorize
statements of all the costs incurred by the city or county
where applicable. Unlike § 4700, however, none of these
sections specifies what cost factors are to be utilized in
determining the cost of detention. Of coucse, detention costs
as they are commonly understood would not be incurred under
§ 4700.5.

This office has already concluded that the cost of
preparing claims for reimbursement is also reimbursable under
Section 4700 because of a long-standing administrative
interpretation of that section by the Department of
Corrections, which administered the program for forty years
under substantially similar provisions. (See memo to W. C.
Chan from Phil Bird, March 16, 1983.) 1In response to that
memo, the State Controller's Office has allowed the cost of
preparing claims under Sections 4700.2, 4700.5, and 6005 as
well,

The guestion now is whether the same result would pertain
where the claims are prepared by a consultant paid by the
county under a contract as opposed to county personnel, In my
view, it would., Claim preparation has long been treated as a
direct cost under these programs. The counties or cities
- £iling claims incur claim preparation expenses whether private
consultants or public employees are used, They are entitled to
be reimbursed for the direct costs they incur. Therefore,
reimbursement for the cost incurred by the county for claim
preparation by private consultants appears to be legally
authorized.

C-2
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Further, it appears such reimbursement is authorized even
if it exceeds what would be paid if the county utilized county
personnel. ‘Nothing in any of these sections creates any limit
on reimbursement where private consultants are used, Of
course, the Legislature could not have intended the term "all
the costs incurred by the county or city® to require
reimbursement of costs which are clearly excessive or
unreasonable. Such an interpretation would lead to absurd
results, Thus, there appears to be a basis for reducing such a
reimbursement claim if the amount claimed is clearly
unreasonable or excessive.

As for your second question, the cost of detaining a state
inmate or ward in a courthouse holding cell is reimbursable.
Sections 4700 and 6005 authorize reimbursement for the cost of
*all guarding and keeping of such prisoner.®” Section 4700.2
authorizes reimbursement for all costs incurred by the sheriff
for custody and other direct costs. Thus, if the county incurs
a cost in detaining a prisoner at the courthouse or elsewhere,
the cost is reimbursable.

You asked whether the rate of reimbursement may be
determined in like manner to the “"Daily Jail Rate.” The '"Daily
Jail Rate" is a reimbursement rate derived by applying factors
set forth in the *Daily Jail Rate Manual for Reimbursements
under § 1776 of the Welfare and Instituticns Code® (October,
1984), adopted by the Department of Corrections. The factors
used to determine the rate are regquired by statute to be the
same cost factors as are utilized by the Department of
Corrections in determining the cost of prisoner care in state
correctional facilities (Penal Code Section 4016.5; Welfare &
Institutions Code Sec. 1776). Section 4700 also requires that
these same factors be used when claiming reimbursement for the
cost of detention under that section. Thus, it appears that
the factors used to obtain the "Daily Jail Rate® may be applied
in determining reimbursement under Sec. 4700 for *holding cell”
detention, :

Sections 4700.2 and 6005 do not expressly provide which
factors are to be used in determining the costs of detention.
Therefore, the choice appears to be an accounting matter. If
the factors utilized in determining the Dpaily Jail Rate are
indicative of the actual costs incurred by the county, then
those factors may be applied. I should point out, however,
that one of the factors in-the Daily Jail Rate appears to be
overhead. Neither Section 4700.2 nor Section 6005 appear to
authorize reimbursement for indirect costs. Unlike Section
4700, they contain no provision for such reimbursement. Since
reimbursement of overhead is expressly provided for in § 4700,
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Page 4
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but not in the other sections, it appears the Legislature did
not intend to authorize reimbursement of indirect costs under
§§ 4700.2 and 6005.

One further guestion you posed, provided “"holding cell"”
costs are reimbursable, is whether such costs should be
deducted from the "Daily Jail Rate.” This question appears to
cover the situation in which the Daily Jail Rate is charged
even though the prisoner is detained in the "holding cell®
facility for a short time (e.g., 2 hours) for which a separate
charge is levied. The Daily Jail Rate presumably is a daily
rate covering a 24-hour period. The Daily Jail Rate Manual
recognizes that prisoners are usually in custody only part of
the first day and the last day of detention. Therefore,
counties claiming under the programs covered by the manual may
tlain reimbursement for the first day only, unless claiming
both can be justified. similarly, a daily rate may not be
appropriate where the prisoner is detained at separate
facilities during a single day.

There appears to be no legal problem with calculating
actual holding cell costs and then deducting that amount from
the daily rate for detention at the jail on the same day to
determine the proper amount of reimbursement, s0 long as this
approach reimburses the county or city for its actual costs
incurred. Whether such an approach is accurate in terms of
accounting, however, is a question I am unable to address.

Please contact me if you have any questions.

PAB:dAf /Ag/&é//?/
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claim does not meet any of the foregoing definitions, the Commission
should reject it.

COMMISSION ON STATE MANDATES

JOHN K. VAN DE KAMP, Atiorney General
Clayton P. Roche, Deputy

Requested by:
Opinion by:

The Commission oa Seace'Mandares has requested an opinioa on the following

question:

What disposidon should :h:CommmmmSm:eMmdgmmk:widnmpec:m :

the following type of daim fot “coses maadaeed by che see™';

(I)Thcdnunwuﬁlcdmm:hehrduf&nnulb:fuejmuuyl 1985 ind
trnsferred o the Commission upua its umbhshnmtpumnmmnmm 1763005:!1:
Govemnment Code; and

(2)'I‘hednun|sbasedupm|mmmwhschwnm-cmdmﬁxjuly1 1930,
eﬂ'ecuvednmqumcleXIuBufm:CahfunnCumum. t -

CONCLUSION

As o such a claim, the Commission should: -

(I)Detmnmnfdmdnmufor"mmmdswdbythem udeﬁnedm

sscion 17514 of the Government Code, whnd:mdl&:&zcmmmnﬂdeﬁmdm
and, if i¢ is, allow i

(2)lfdmdmmdocsmcm=cdmdcﬁmum,:hmdemmelﬂtufu“
mandaced by the sare” .sdeﬁmdmmzzmuzzm.soimcmmmd
TmumCod:lndJnullluwu‘, . :

rejecred.

ANALYSIS
The Cc

on Stxre Mand

l7500—l76300fd\eGovcmm:ntCodem,llnulryl "1985, lubnu:pm‘puuenm L

sdjudicace claims filed by local agencies for coem incurred by local sgencies for cossi

mnndamdbymcszundadupmvmoflmdc)mlB secion 6, of the .
California Consdcudon.?

LArmicle XU B, socsion 6 provides:

'Whenever the Legislsrure o aoy seare progmam or bi .
Mdmnmmywmhmmﬂenmdﬁm
Tt e R

cxcepe may, bur not,

following mandsres: e

(8) Legislarive mandares requesced by the local agency affecced.
(b) Legislarion defining a new cxime of changing an existing definition of & crime; or

(:)lqnhmmmduzlmlﬂcdptnm)mmql 1573, o etecurive ordes or -
mnmdpnarm}umuyl 1975."

3 . .
lxbvennand'ﬁmdsﬁxd:e

f
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Before discussing in any demil the Cc jon on Smre Mandates (hereinafrer
“Commission™), a bricf discussion of the evoludon of smre-mandared costs is
appropeiate, Such cosms had their genesis in the Property Tax Relief Acx of 1972
(Swruees of 1972, chapeer 1406), moce commonly known as “S.B. 50.” By virtue of
thar Act, as amended from time to time, the abilicy of local agendes w kevy mxes was
severely [imited. As 2 concomimnt therem, the Legislacure provided thar where the
mnmpmadumnuhmdncwunddmmdmmmhallgmas these agendiss
wnuldbemmbcmcdby:kszncumhunu These provisioas, thae i, the successoc

., . provisions w “S.B. W."mmnmedmmllﬂlmmghlﬂ?ohhcﬂmu:
- nndTlnnmCod:
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V- (:)Anymud:nudn&u)mql 1973.vh|ch(l)mphnmut
interprens & yoare mmcure and (i), by wch .
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(d)Anynnlzunmdnﬁn‘]myl 1973, ormnwwd:r-ndlfn:gy
11973, mpmﬂﬂmlmqumﬂ

prog ar service bymch
Ha:lmuurquhmn. . :

. starure enacred sfeer Jammry 1, l973.umwd:rmndnﬁujumry.
l.l97;A:i!Ld1|mpluzmn mlmulmmdmndqwduuwmd
p wlhc ‘d’l balio by the vowrs mad, by such
i prog? oc pervice levels abave the jevels

mndb,nu:hhﬂum ' ¢ .
(] mnnmnandnfu]lnmql l973.u=mm=ud=b.dnfujmmq‘
ll9;3%¢(n)m an opdon ynllhblemhcll spencics and thereby
incresses program or service devels oc (i) acivity which sesulns ia the
bocal agencies wing & mare costly slemasive program of service.

starun: enacred afer January 1, 1973.u=mmveud=nd-ﬁz)mmy
1, 197%)&, mquuurhulnmmngpmgnmumhe in & shorus time
and thereby jocreaset the costs of guch progm or service,
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We arc asked hercin to determine the dispositon the Commission should make as ;

a claim for reimbursement of stare-mandared costs based on.a scacute enacred after
ily 1, 1980 and filed with the Board of Contral prior to January 1, 1985, the dace
¢ Commission was esmblished, ‘

We conclude thar as to such a claim, the Commission should:

(1) Determine if the daim is for “'coss mandated by the scare” as d:f;mcd in
cion 17514 of the Govemmenr Code, which ¢odifies the consdudonal definition,
d if it is, allow ig?

(2) If the caim does not meet that definidon, then determine if ic is for “coss
andated by the smee™ us defined in secdons 2207 or 2207.5 of the Reveaue and
wxadon Code, and, if it is, llow it; or

(3) If the claim meess none of the foregaing definitions, then the daim.should be
'n:crcd

An examination of the powers and duges of the Commlsuon demonstrutes thae,
least as 1o pmp:mw claims, the Commission’s power to lllaw durn: is }u:mted m

sims (1) which arise under the constirutional definition (Gov Codc nacnm 17514)
(2) which arise under starues enacred b«fmjmunry 1, l975 o

- Thus, sectioa 17531 of the Government Code provides:

J(a) The G ission, pt ml:hgr ions of. this chaprer, shall |
hwmddeodcupmndmmbynloulngmcymn:houldmccdu:thc
local ngmqmld\ooldmnumndcdmbcmmbuuedbydwmmfm
costs mnndnmdbydwmmnsmquuu:iby&mon6ofundex.m30€:b¢
Califocrnia Consditudon, .

*“(b) The cormmission, pursunmwdxepcwmomofdusdupm shall
h:umddcod:upmndnunbyllncahgmcypud:ooldnmﬁbdoamd
sfeer January 1, 1985, that the Jocul agency oc school disericy is enritled,m be .,
mrnbmcdbymcmmformsumdnmdbythcm.ud:ﬁneﬂmm
2207 or 2207.5 of the Revenue and Taxarion Code, pursuant fo » smrute

enacred, mmmuv:uduunpkumnnglmmmmmd b:fnu
Juauary 1, 1975."

nd secon 17552 of the Government Code ptwvndcx

*“This chapter shall provide the sole and exclusive pmc:dum by whu:h L.
local agency of school disorict may cleim reimb for coss ed

35eqion 175314 of the Government Code provides: A . T .

* ‘Cosns mandated by the saare’ moans any muuledmsuwhﬂ:lhullguan
ndmldmurquuudmmu-[mjulyl |980 a3 a result of any seacute enmcred o6 o2
afrer January L, 1973, of mny executive order implementing any smnure enacred oo oc afeer
Junuary 1, 1973, wiud:mlndualmpmgnmmhghﬂkvdn(mofmammg
pmgrun‘ndunlhzmnmngofnamméoh\mdeXHIBnﬁ:h:CAh[mnu

Sec aiso City of Sacn v. Seate of Calif (I9B4)156CILA.M> MlﬂZ l‘hid\lnru'pnmd
sicle X111 B, secrion 6 to require reimb foc cous d after july 1, 1980 besed upon smse
;;hzu cnacred oc sdopeed during the “window Pmod that is, January 1, 1973 chrough july 1,

_-1104-
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by the state as required by section 6 of Artcle XIUI B of the California
Constitution of for coss mandated by the smte, s defined in Section 2207

ot 2207.5 of the Revenue and Taxaron Code, pursuant to a statute enacred,

of an execudve order’ implemendng a statute enacred, before January 1,
1975."

Asid finally, subdivision (b) of section 17556 provides with respecr 1o findings on
strc-mandared costs as defined in secdons 2207 and 2207.5 of the Revenue and
Taxadon Code:

*(b) The commission may find coss mandaeed by the swee, s defined
_in Secrion 2207 o 2207.5 of the Reyenue and Taxaricn Code, solely with
regard to & smuure enaced, of an execudve order implemendng a smrute
enaced, before January 1, 1975. However, such a finding shall nor
constitute costs mandated by the geare as defined in Secrion 17514.”

:'-Amrdlngly.:hencwhwudem-umwhschdumzh:Cmmmsnmmnyﬂlowu

" least - praspectively. Claims with respect 10 mandates which do ot meec dhe

mnsprutions! definition (Gov. Cods, Sl7514)urwh1d\wm:notbased upmnsmrutc

‘enaced befoee Janiacy 1, 1973, are excluded.

Sccum 17630 of:hcnewhwd;:nscufuﬁnuopuunvcdnm ke additionally
pmvndsfurdwmmfuofallpmdmgdmmsfnrmmbuncmmrﬁumdwmdof

‘:'CannnlmdrComrmmon.kmca

’Ih:pmvuumsof(hupnnlhallbelpphabl:mdumsfmmr: )
; of coss d ‘bydumonmdaﬁ:rjmuuyl 1985
Aﬂdnmfmmmmmbumtﬁlcdundumd:l(cmmnumngmzh
‘section 2201), Article 2 (mmmmang with ssection 2225), Article ‘3
cbmmmungmdi:ea:mZZ‘;O),Amdeii( with section -
“lZZSO)lndAmdtBé(mmnmung with Secion 2256) of Chapeer 3 of -
"Pare 4 of Division 1 of the Revenue and Taxarion Code which have not been
'.lndudcdmlhcnlgovcrnmemdumsbdlpumnnthmEMZZSS of the
Revenue add Taxddon Code enacred before January 1, 1985, shall be

feered m and coosid ‘bych:commmm’um‘ntlnlnpnwnmaf
lbum"‘(&npimndd«:d)

1

N ~hsd;mwmdmwmm17630ddm§mmmthodcp:wxd5dmdmm
+ . which were mansferred w the Commission are o be considered “pursusnt o the

peovisions of this part,”™ that is punuant w the provisions of the new law. Tiken
hmﬂy,dmmuldpumblymnn:hu:he@nmnusumwmldhnvemdmﬂnwndmm

‘Dnr:fumcﬂmtb:nﬂmdmmé:wulmdﬁﬂ(dzlnmdew&d:

" encom all the provisions under which » claim ¢ have bern filed, Acmtdmgly.uuwnecnury
. mmﬂ;:hnmdemdnmﬂdnmﬁhdﬂ

modiuuudchlvtbc:na.:hldad from the

T } it is our wnd dmfnrmupupou rhnm wh.dxhnv:wbe:n

din u local gy du.rnl mummll)SofduncvmuudTmnmCode
mnnedbcfutjnnuryl l985”madymum:hlmlwhmhmmll\mdecdedbydzhrdo(
Conorol on Jundary 1, 1983 and, accordingly, bave not been approved and rdlemed o the Legislamure foc
funding, In short, unwund:nnndmg:hunnmupaummiumvlmumb:mmdcndu
mdndedumxmdndadwuhnlbulgammuldunuhﬂmmﬂuﬂoudn(&nadhunud:m
determinadon. .
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sich was based upon a smrute enacred afrer July 1, 1980 our-of-hand wnless the
im mee the oitera of secdon 17514, that s the consdrudanal citeria. In shor,
thing in the new law itself appears 1o permit the Commission m apply the definitions
sectons 2207 o 2207.5 of the Revenue end Texarion Code ro such a claim.

In our vicw, however, this possible construcrion which arises from reading the
zond sentence of secdon 17630 of the Governmenr Code is refured by the provisioas
section 2239 of the Revenue and Taxation Code. Thar seqion was parr of the same
trure which esablished the Commission (Strs. 1984, ch. 1459) and was dearly
tended as the complementary provision w section 17630. Je providss:

“(a) Except as provided in subdivision (b), the provisions of Armide 1
(commencing wich Secion 2201), Amide 2 (commencing with Section
2225), Ardcde 3 (commencing with Seadon 2240), Armde 3.5 (mmmmdng
with Secrion 2250), end Ardcle 3.6 (commencing with Secton 2256) of this
chapeer relating to stare reimbumsement to local agendes and schoal disaicrs
shall be spplicable o coss mandared by the sare before July 1, 1980,

*“(b) All claims for prare reimbursement which have not bemn incuded
in x local government claims bill pursuant w Sectioa 2255 enacred befoce
January 1, 1985, shall be mansferred to and considered by the Commission
on Swmre Mandstes ar cloims filed purivans 1o subdivision () of Saction
17551 of the Governwunt Cods.” (Emphatis added).

Kt is seen thac subdivision (a) would contnue and mueke applicable the definitions

| secticas 2207 and 220750fd\cﬂcvmucmd’l'mum(hdcmptc—uud:X.IHB
sims, £xcept as provided in subdivision (b).

} Subdxvmm(b):hmmmfmd/dumswh:chmpmduhﬁ rh:]! d‘,:,_.
onol an January 1, 1985 and provides that the Commission should consdder them ' -

is claims filed pursuant w subdivision (b) of seion 17551 of I:hc Gavu:nmcnt
ode."

+ Jeis to be reaalled thee subdivision (b)ofwcziml?Sﬂuf;h:Govegnmmx&d:,
/ben resd in conjuncaion with seion 17556, sibdivision (b)), permin the Commission

) allow claims if they are for costs *mandated by the soace, a8 defined in setxions 2207 -

¢ 2207.5 of the Revenue and Taxatioa Code, putsuant 1o & smoute enaced, pf 1o
xecurive ofder implemendng & smrute enacred, ‘before January &, 1974 Thus,
lhough all mfﬂt:ddmuwmﬁmmﬂymdmmmbdxmm(b)
e that they ire sdll to be considered s if they.all did. This being m, dlmchAdz.um
sy be allowed if they in facr relare fo stare-mandased cosw. Ofnazmug the
sfinitions provided in the Revenue and Taxarion Code would have if gpply in order
oqunl:fydmscdnunswhxd\nadmcrmdud:ﬁmumnafnmxmwcumnﬁunf
he Government Code, nor were based upon pre-1975 soumes,

In shocr, we believe seaion 2239, subdivision (b) of the Revenus a.nd Taxedon
ode evidences a legislative intene thar no pre=1985 claims are to be oudawed if they
vere in facx besed upon smer mandaws. Qrherwise, subdivision (b) would be
uperfluous and meaningless.

Accordingly, it i concluded thar as o 3 claim for reimbursement .of stare-
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mandared costs based on a smruee enacred sfier July 1, 1980 end filed wich the Board
of Coatral peior o January 1, 1985, the Commissioa should determine if the claim
meets either the definicion found in seaion 17514 of the Govemnment Code or the
definitons found in sections 2207 or 2207.5 of the Revenue and Taxarion Code. If it
docs, the Commission should allow the claim. If it docs not, the claim should be
rejeceed.

Opinioa No. 85-208—September 17, 1985

BUBJECT: DUTY OF REGISTERED ENGINEER TO INFORM IDENTIFI-
ABLE POTENTIAL VICTIMS OF DETERMINATION OF JMMINENT
RISK OF SERIOUS INJURY—A regisiered engineer retained to investi-
gate the inlegrity ol a bullding who delermines, based on- structural
deliciences in violation of applicable bullding siandards, that there is an

. imminent rigk of pertous injury to the oocupants thereo! has a duty to warm
- the dentitiable occupants or an appropriaie authority of such determina-
fions.

: _F-g,qun;ed by: MEMEER, CALIFORNIA SENATE
- mewp l?y' JOHN K. VAN DE KAMP, Attorney Genaral

An!honys DaVigo, Dsputy ~
Th:j-jpumhlelﬂuyf' Greene, Munh:rafdecm:Smm.\humquumdm

L ,
e Dgl egistered H mqnvuugxmd\:mmgmynilbuddmgwbo
-dq;ru;;na,buedmummmldeﬁmnuﬁmvﬂmmnflpplnbkbuddmg
;Mﬁuxﬁg:nmmmm:mkoimnmymdumpmu:ham(md
who;ldvmdbylhewn:t:hunodudmnrmmdnﬂ@mummdedmddm
such detetminarig in coafid ,',’havcldutymmmdnmpmuorw
‘nqufy:hcbulbmldmgnfﬁanhdmd:dcummnms? :

CONCLUSION

d m iovesd zhelnmsntyofabuddmgwho

,dmm,hﬂmmmddﬁmmvﬂmdnpplnﬂ:hﬂdmg

srandards, char chere is an imminent nisk of serious ofury  the' occupana thereo!, and
who is advised by the owner thet no disclosure or remedial acdon is intended and that
pich derrminagoas are w remain confidential, has & duty w wam the idendfiable
cocupana o, Lfnocfﬁuhle mnoufy'dncbulbmldmgofﬁcnhurodunppmpmm
mdxoqtyofmch

ANALYSXS

Axcpmnduvdumummlmpnmmybcmnmdymmndmmnmﬂ
: i_munu:wmvcmgnmd\:mu:gntyuhsmmm The oamination might reveal such
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LEGISLATIVE ANALYST'S ANALYSIS OF PROPOSITION 4

Limitation of Government Appropriations —
Initiative Constitutional Amendment.

Official Title and Summary Prepared by the Attorney General

LIMITATION OF GOVERNMENT APPROPRIATIONS. INITIATIVE CONSTITUTIONAL AMENDMENT.
Establishes and defines annual appropristion limits on state and local governmental entities based on annual
appropriations for prior fiscal year. Requires adjustments for changes in cost of living, population and other specified
factors. Appropriation limits may be established or temporarily changed by electarate. Requires revenues received in
excess of appropriations permitted by this measure to be returned by revision of tax rates or fee schedules within two
fiscal years next following year excess created. With exceptions, provides for reimbursement of local governments for
new programs or higher level of services mandated by state. Financial impact: Indeterminable. Financial impact of this
measure will depend upon future actions of state and local governments with regard to appropriations that are not

subject to the limitations of this measure.

Analysis by Legislative Analyst

Background:

The Constitution places no limitation on the amount
which may be appropriated for expenditure by the
state or local governments (including school districts),
provided sufficient revenues are available to finance

these expenditures. Nor does the Constitution limit the'

amount by which appropriations in one year may ex-
ceed appropriations in the prior year.

Proposal:

This ballot measure would amend the Constitution

" to: .
« Limit the growth in appropriations made by the -

state and individual local governments, Generally,
the measure would limit the rate of growth in ap-
propriations to the percentage increase in the cost
of living and the percentage increase in the state or
local government's population. i

« Establish the general requirement that state and
local governments return to the taxpayers moneys

collected or on hand that exceed the amount appro-

priated for a given fiscal year.

« Require the state to reirnburse local governments
for the cost of complying with “state mandates.”
“State mandates” are requirements impased on lo-
cal governments by legislation or executive orders.

The appropriation limits would become effective in
the 1980-81 fiscal year, which begins on July 1, 1880, and
ends on June 30, 1981. These limits would only apply to
appropriations financed from the “proceeds of taxes,”
which the initiative defines as: .

o All tax revenues (we are advised by Legislative

Counse] that this would include those tax revenues

" carried over from prior years);

- A.nc){ proceeds from the investinent of tax revenues;

an

« Any revenues from a regulatory license fee, user

charge or user fee that exceed the amount needed
to cover the reasonable cost of providing the regula-
tion, product or service. °

16

The initiative would not restrict the growth in appro-
priations financed from other sources of revenue, in-
cluding federal funds, bond funds, traffic fines, user fees
based on reasonable costs, and income from gifts.

The appropriation limit for the state government in
fiscal year 1980-81 would be equal to the sum of all
appropriations initially available for expenditure dur-
ing the period July 1, 1978-June 30, 1979, that were
financed from the “praceeds of taxes,” less amounts
specifically excluded by the measure (discussed be-
low), with the remainder adjusted for changes in the
cost of living and population. The appropriations limit
for each succeeding year would be equal to the limit for
the prior year, adjusted for changes in the cost of living
and population. Thus, even if the state appropriations in
a given year were held below the level permitted by
this ballot measure, the appropriation limit for the fol-
lowing year would not be any lower as a result. The
limit would still be based on the limit for the prior year,
and not on the actual level of appropriations for that
year. .

The following types of appropriations would not be
subject to the state limit:

(1) State financial assistance to local governments—
that is, any state funds which are distributed to
local gavernments other than funds provided to
reimburse these governments for state man-
dates; . :

(2) Payments to beneficiaries from retirement, disa-
bility insurance and unemployment insurance
funds;

(3) Payments for interest and redemption charges

on state debt existing on January 1, 1979, or pay-
ments on voter-approved bonded debt incurred
after that date;

(4) Appropriations needed to pay the state's cost of
complying with mandates imposed by federal
laws and regulations or court orders.

We estimate that the state appropriated approx-

Continued on page 20

Source: California Ballot Pamphlet, Special Statewide
Election, November 6, 1978.




ANALYSIS OF PROPOSITION 4—Continued from page I6

mately §7.9 billion from the “proceeds of taxes” in fiscal
year 1978-79, after taking into account the exclusions
listed above. This amount, referred to as “appropris-
tions subject to limitation,” represents approximately
40 percent of total General Fund and special fumd ap-
propriations made for that fiscal year, The main reason

why the state’s appropriation limit covers less than half .-

of the state's total expenditures is that a large propor-
Hon of total state expenditures represents funds passed
on to local governments for a variety of public purposes.

Under this ballot measure, these funds would be subject-

to the limits on local, rather than state, appropriations.
- The appropriation limit for a local government in
fiscal year 1980-81 would be equal to the sum of all
appropriations initially available for expenditure dur-
ing the period of Ju.ly 1, 1978-June 30, 1979, that were
financed from the “proceeds of taxes,” plus state finan-
cial assistance received in that year, /essamounts
_ ically excluded by the measure (discussed below), thh
" the remainder adjusted for changes in the cost of living
and populaton. The appropriations limit in each subse-
quent year would be equal to the limit for the prior
year, adjusted for changes in the cost of living and popu-
lation. For each school district, “population” is defined
in this reasure as the district’s average daily attend-
ance.
The following types of appropriations would not be
subject to the local limi
(1) Refunds of ta.xa,
(2) Appropristions required for payment of local
 costsincurred as a result of state mandates. (The

initiative requires the state to reimburse local
governments for such costs, and the appropria-
tion of such funds would be subject to limitation
at the state level.);

(3) Payments for interest and redemption charges
on debt existing on or before January 1, 1975, or
payments on voter-approved bonded debt in-
curred after that date;

(4) Appropriatons required to pay the local govern-
ment’s cost of complying with mandates imposed
by federal laws and regulations or court orders.

Furthermore, any special district which was in exist-
ence on July 1, 1978, and which had a 1977-78 fiscal year
property tax rate of 12! cents per $100 of assessed value
or less, would never be subject to a limit on appropria-
Hons. Specml districts which do not receive any funding
from the “proceeds of taxes™ would also be exempt
from the limits.

Under the initiative, the limit on state or local gov-
ernment appropriations could be changed in one of
four ways:

{1) An appropnahon limnit maybe changed tempo-
rarily if a majority of voters in the jurisdicton
approve the change. Such a change could be
made for one, two, three, or four years, but it
could pot be effective for more than four years

E-2

unless a majority of the voters again voted to
change the limit.

(2) In the event of an emergency, an appropriation

limit may be exceeded for a single year by the
governing body of a local government without
. voter approval. However, if the governing body
provides for an emergency increase, the appro-
priation limits in the following three years would
have to be reduced by an amount sufficient to
recoup the excess appropriations. The initiative
does not place any restricions upon the types of
circumstances which may be declared to consti-
tute an emergency.

(3) If the finaneial responsibility for providing a pro-
gram or service is transferred from one entity of
government to another government entity, the
appropriation limits of both entities must be ad-
justed by a reasonable amount that is mutnally
agreed upon. Any increase in one entity's limit
would have to be offset by an equal decrease in
the other entity’s limit.

(4) If an entity of government transfers the financial
responsibility for providing a program or service
from itself to a private entity, or the source of
funds used to support an existing program or
service is shifted from the “proceeds of taxes” to
regulatory license fees, user charges or use fees,
the entity’s appropriatdon limit must be de-
creased accardingly.

If, in any fiscal year, an entity of government were to
receive or have on hand revenues in excess of the
amount that it appropriates for that year, it would be
required to return the excess to taxpayers within the
next two fscal years. The initiative specifies
funds are to be returned by lowering tax rates or fee
schedules. In addition, Legislative Counsel has advised
us that direct refunds of taxes paid would also be per-
mitted under the measure.

Because certain types of appropriations would not be’

directly subject to the limitations established by this
ballot measure, it would be possible for the state or a
local government with excess funds to spend these
funds in the exempt categories rather than retumn the
funds to the taxpayers. For example, the state could
appropriate any excessrevenues for additional financial
assistance to local governments, because such assistance
is excluded from the limit on state appropriations.
(This, in turn, might result in the return of excess reve-
nues to local taxpayers if a local government were una-
ble to spend these funds within its limit) Similarly, &
local government with an unfunded liability in its
retirement system could appropriate its excess reve-
nues to reduce the liability, as such an appropriation
would be considered a payment toward a legal “indebt-
edness” under this ballot measure.

Finally, the initiative would establich a requirement
that the state provide funds to reimburse local agencies

that these
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bly would be if the iniiative were not

for the cost of complying with state mandates. The ini-
tiative specifies that the Legislature need not provide
such reimbursements for mandates enacted or adopted
priorto January 1, 1975, but does not require explicitly
that reimbursement be provided for mandates enacted
or adopted after that date. Legislative Counsel advises
us that under this measure the state would only be
reguired to provide reimbursements for costs incurred
as a result of mandates enacted or adopted after July 1,
1980. ’ .

Fiscal Impact:

This proposition is primarily intended to limit the
rate of growth in state and local spending by imposing
a limit on certain categories of state and local appropria-
tions. As noted above, approxdmately 60 percent of cur-
rent state expenditures would be excluded from the
limit on state mppropriations, although nearly all of
these expenditures would be subject to limitation at the
local level. Also, some unknown percentage of local
government expenditures would not be subject to the
limits on either state or local appropriations. Thus, the
fiscal impact of this ballot measure would depend on
two factors: ‘ .

(1) What the rate of growth in state and local “ap-
propriations subject to limitation” would be, in
the absence of this limitation; and

(2) The extent to which any reductions in “appro-
priations subject to limitation™ required by the
‘measure are offset by increases in those appro-
priations not subject to limitation.

Impact on State Government. During six of the past
ten years, total state spending hes increased more rap-
idly than the cost of living and population. Thus, it is
likely that, bad this messure been in effect during those
years, it would have caused “appropriations subject to
limitation™ to be less than they actually were. :

It is not possible to predict with any accuracy the
future rate of growth in state “appropriations subject to
limitation.” Thus it it not possible to astimate with any
reliability what effect the measure, if approved, would
have on such sppropriations in the future. However,
based “on the best nformaHon  now available (July-
1979), we estimate that passage of the initiative would
cause state “appropriations subject to limitation™ in fs-
cal year 1980-81 to be modestly lower than they proba-
proved. This

assumes that state reimbursement would only be re. -

quired for state mandates enacted or sdopted after July
1, 1980. If the courts ruled that reimbursement was re-

quired for mandates enacted or adopted after January
1, 1975, the impact of the measure on “appropriations
subject to limitation™ would be substantial. This is be-
cause the state would be required to provide significant
reimbursements to local governments within this limi-
tation, We have no basis for predicting the impact in
subsequent years.

Whether this would result in a reducton in tota/state
spending would depend on whether the state decided
to use the funds that could not be spent under the
limitation for (1) additonal financia) assistance to local
governments (or for some other category of appropria-
tHons excluded from the limit}, or (2) state tax relief.
Thus, the effect of this ballot measure on state spending
in 198081 could range from no change to a modest
reduction. :

Impact on Local Governments. Existing data do not
permit us to make reliable estirnates of either the ap-
propriation limits that local governments would face in
fiscal year 1980-81 if this ballot measure were approved,
or what these governments would spend in that fiscal
year if the initiative were not approved. Nonetheless,
we estimate that those school districts experiencing sig-
nificant declines in enrollment would have to reduce
“appropriations subject to limitation” significantly be-
low what these appropriations would be otherwise. We
also estimate that most cities and counties, at least ini-
tially, would not be required to reduce the growth in
these categories of appropriations by any significant
amounts. However, some local governments, especially
those with stable or declining populations, could be sub-
ject to more significant restrictions on their “appropria-
tions subject to limitation.”

Whether any reductions in “appropriations subject to
limitation™ caused by this measure would result in cor-
responding reductions in tota/ local government ex-
penditures and & return of excess revenues to the
taxpayers would depend on whether incressed spend-
ing resulted in those categories not subject to limitation.
We have no basis for estimating the actions of local
governments in this regard.

Conclusion. Thus, while a reduction in the rate of
growth in state or local government expenditures may
result from this ballot measure in fiscal year 1980-81,
there may be instances in which no reduction in the
rate of growth in an individual government's spending
occurs. The impact of this measure in subsequent years
cannot be estimated, although the measure could cause
government spending to be significantly lower than it
would be otherwise.
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